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J “2.4 . Parliament Buildings, 
eae OTTAWA, Ontario, 
Sth August, 1933. 


Mem ING SESST ON 
es-Tho Cormission’ mot at 11:00 A,M. 
THE CHAIRMAN: I call upon the Socretary to tho 
Royal Commission to read the terms of roforenco. 
THE SECRETARY: Your lordship and gentlemen, the 
terms of reference ara containod in: P.. C. 1562, reading 
as follows: 


Gertified to be a true copy of a Minuto of a 
Mecting of the Committce of the Privy Council, 
approved by Tho Deputy of His Excollency the 
Governor Goneral on the 3Slst July, 1933. 


The Committee of the Privy Council have had 
before. them a roport, dated Slet July, 1955, from 
the Acting Prime Minister, roprcsonting as follows: 


That it 1s desirable that the approaching 
periodic rovision of The Bank Act, which will 
procedo the onactmoent of a measure to continue 
the chartors of the existing banks, to whicn 
said-Act® applics, and which oxpiro on July l, 
1934, shall be based on a complete and detailed 
examination of the provisions of said Act and orf 
the functions and operations thereunder of the 
banking system thereby established; 


That it is also desirable that such examination 
should include a study of the facilities now 
afforded by The Finance Act and a careful con- 
sideration of the advisability of establishing 
in Canada a Central Banking Institution, and, 
if so ostablished, of the relation of such 
Central Banking Institution to existing banks 
and its proper authority and function in the 
operation of the banking system of Canada; 


That such oxamination should also include a 
study of the entire monetary systom of Canada, 
including credit, currency and coinage, particu- 
larly in their relation to commodity price move- 
ments and fluctuations in intornational oxchange; 


That it is also advisable to consider whether and 
in what respects the banking institutions and the 
monetary systom of Canada may be modificd, oxtonded 
or developed for tho purposes of facilitating 
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intereImperial and international co~oporation 

in public policios designed t6 protnoto the ro- 
vival of domestic ond foreign tradé and entor- 
prise and the gener:1 inereaso of employment and 
to ensure a greator ~casuroe of stability in 
rYéspect thereto. 


The Minister, therefore, recommends that 


1. The Right Honourable Lord Macmillan, P. C., 
* Ke Ca, of the City of London, Engiands 


Sir Charles Stewart Addis, KeeOo mM eGe, "of the 
Gity of London, England; 


The Right Honourable Sir William Thomas 
White, P.C., K.C,M.G., of the City of Toronto, 
in tho. Provineco of Ontario; 


The Honourable John Edward Brownlee, K.C., 
MeLsAd, of ‘the City of Edmonton, in thé ~ 
Province of Alberta; 


and 


Beaudry Leman, Esquire, B.. Sc., C.H., of the 
Gity of Montreal, in tho Province of Quebecs. 


be appointed Commisstonofs under Part I of 
The Inquiries Act for the purpose of examin- 
ing, considoring and reporting upon 411 the 
matters hereinbc?cro recited: 


2, That, without limicttnge the general scepe of 
their inquiry into the operation of the banking 
and monetary systems of Canada,. the said 
Commissioners shall, in particular, oxamine 
the provisions and working of The Bank Act, 
the Déminion Notes Act, The Finance Act and 
The Currency Act, and the advisability of 
establishing a Contral Banking Institution;. and 


3... That said Commissioners shall report their 
recommendations fér revising or supplementing 
the above mentioned Acts and for tho adoption 
of such other measures as they may deem:de- 
sirable to promote the revival of trado and, 
enterprise and wo facilitate inter-Imperial 
and international co-operation for the pur-- 
pose of raising the level of commodity prices 
and for the purpese of ensyrir. increased 
domestit employment. and the s*uo° itty of the 
ecohomic, financial and social ins .situtions 
of this country... 


The Minister further recommends. that Fhe 
Right Honourable Lord Macmillan, P.C., KeCe,. of 


the City of London, England, be Ghairmen of the 
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said Commission. 
The Committee concur sn the foregoing recom- 
mendations end submit the.same for approval. 
(Signed) G. G. Kezer 


Asst. Clerk of the Privy Counei. 


THE CHAIRMAN: The terms of reference will ve 
recorded in our proceedings as our euthority. 

HON. E. N. RHODES: (Minister of Finance): Lord 
Mecmililen and Gdntlomdu ét The ‘Royel Commission? 18’ 46 my 
very pleasant duty ot DeHEIT alt ry colleagues in the 
government to bid you,’ Lord Macmillenjend Sir Charles 
Addis Cerpdek Gon kde welcome to Canada. In the case of 
Lord Macmillan, he hes given up a well earned ‘and richly 
deserved holiday in order that he might belie the eebate 
of Canada on ee Commission. sir Charles Addis has up- 
set private Liiiargteranities of an importent character that 
he might do likewise, and I wish to say to them that we 
very deeply appreciate their presence here particularly 
under those circumstances. 

I should also like, if 1 may, to say a word of 
welcome to Lady Macmillan and to Lady Addis, because 1 
speak from experience when I say that but for their good- 
will and conturrence I am quite sure thet the presence of 
these gentlemen would not have been possible under the cir- 

cumstances I trust thet since they have graced this 
oceasion by their presence it will prove a heppy sugury 
for the success of this undertaking, While the oppor- 
tunities of the ladies might be circumscribed by the more 
or less frozen Weddle warts of the Commission I hope that 


their visit will be entirely pleasant and agreeable to 
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them, 

I also wish to thank the Canadian-members of the 
Commission, who also heve had to make very great sacri- 
fices in order to serve. I em sure that 1 speak for 
the whole people of Canada when I say thet we deeply 
appreciate their accepting the task which they are about 
to undertake. 

I em sure that all the members of the Commission 
will be animated by the underlying ideas expressed by 
the Chairman upon his arrivel in Canada, that you might 
be able to perform some useful work for Canada. 

While we all realize that the work of this Com- 
mission is of the very greatest importance, upon reflec- 
tion it has occurred to me that it would be neither desir- 
able nor necessary that I should attempt eny historical 
review of banking conditions in Canedas That will unfold 
itself ihn the course of your inauiry. Nor do | think it 
igs necessary that I should recite the steps which have 
led up to the formation of this Royal commission. Per- 
haps in this cortnection I might quote just one varagreph 
from the Budget speech which was delivered in March of this 
yeer, as follows: 

A bill hes already been introduced in this 
House providing for the extension of existing 
bank charters until July 1, 1934. Before 
that date the periodic revision of the Bank 
Act will have taken place. Speaking in this 
House more than a year ago, the right hon. 
the Prime Minister raised the question as to 
whether or not a central bank should be 
established in Canada. In recent months the 
qicstion has been widely discussed, but it 
must be recognized that it is a highly tech- 
nical matter, upon which conclusions should 
be reached only in the light of the fullest 
inguiry into all aspects of the problem. 

The government proposes, therefore, to 


appoint a royal commission to study the 
organization and working of our’ entire 
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banking and monoctary system, to consider the 
arguments for and asainst a contral banking 
institution and to make reconmondations for 
revising or supplementing our cxistine lesis- 
TCL Olle 
I am quite sure that Lord Macmillan will be the fir 
to admit that the torms of reference which were read a few 
moments azo are sufficicontly wide to cover all that is 
suagostod in. that, parasrarl,,. oIn wishing you Godspeed in 
your ondcavours I wish to assuré you that you will be 
supported by the goodwill and the good wishes of the 
Canadian people, and in entering upon your work I want you 
to bo assured that it will be a pleasure to the government 
to facilitate your ondeavours in every possible way, and 
to that end you have only to indicate your wishes and ever, 
facility which we possess will be placed at your disposal, 
THE CHAIRMAN : Mr. Rhodes, Ladics and Gentlemen, I 
desive in the first place to expross +1 the Minister of 
Finance on behalf of my colleagues and mysolf our high 
appreciation of his kindly words of welcome and encouragee- 
ment. We are well aware of the importance of the task 
which we have undertaken and we recognize that such succes: 
as we may be able to att:in in its discharge must Largely 
depend on the goodwill of all who are able to assist us 
in our labours, 
The terms of refcrence to the Royal Comnissjon have 
already been read, and need not be repeated by me here, 
It is enough to say that the immediate occasion of oyr 
appointment is the arrival of the period when the Bank 
Let comes up for its decennial revision. The first 
Dominion Bank Act was passed in 1874, Since then the 


statute has been revised five times, in 1880, 1890, 1900, 
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1913 and 1923. Under the Act of 1923 the benk cherters 
were due to expire on lst July, 1933, but Parliament has 
in the special circumstances extended their endurance for 
enother yeer. These periodical stocktakings sre an 
interesting feature of the Cenadien berring system. They 
eneble the existing cods to be reviewer -t rursonable 
intervals in the light of changing circunstences and 
groving experience. No humaninstitutions are perfect and 
it is inevitable thet in the vorking even of the best de- 
vised code defects "1i1l1 from time to time be revealed and 
useful improvements suggest thomselves. And tndeéd, «as 
we know to our cost, the circumstences in which a code 

was originelly framed may subsequently undergo fundamental 
ealteretion, so that e system admirably adapted to serve 
one stegs of nationel development mey prove inedcequate 
without fresh adjustments to meet new and unforeseen 
conditions. Even if exeminetion reveals no defects it 

is always reessuring to know that our machinery is subject 
to periodical inspection end overheul. 

Previous revisions of the Bank -ct heve in the past 
been effected under the ordinary procedure cf Parliament, 
but on the pressnt occrsion it was deemed advisable, in 
view of the unprecedented stresses ands trains to “hich 
the economic end finencisl “orld has in the pest two years 
been subjected, to eppoint « “oyal Commission to meke e 
special oxemination of the benking situetion from a some- 
what wider point of view, It is one of the sdventeges 
of the generous terms of reference which heve been handed 
to us thet while our pearimery concern is the investigation 


of the working of the Bank Act during the pest ten years 
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with a view to making such recommendations, if eny, es 
mey be found to approve themselves by vay of revision, 

we ere permitted to take into consideretion larger issues 
of policy as affecting Canadian banking and currency 
generally, and to offer any suggestions which the evi- 
dence may justify to meet the pressing difficulties of 
the day. 

“Thane can be no guestion that the past ten years 
have seen the emergence of & number of new problems 
affetting the banking world of e singularly complex and 
refractory character, Hatie many of the old problems 
have assumed a new guise and a new importance; To take 
only one instence, the international aspect of banking has 
become much more prominent. The world is daily growing 
smaller as distance is shnihilated end the economic inter- 
dependence of the nations of the globe has received, in 
some querters at any rete, growing recognitions It may 
be well to consider the adequecy of our existing machinery 
to deal with this new phase of finance. No one cm deny 
the difficulty of such problems. 

We are happy to know that the Cenedian banking 
system has been recognized, even by those most disposed to 
be -crfiticel, te Rave cole through this most trying Saviod. | 
so far with admirable fortitude. It has stood up well 
to the demands rhich the world crisis has made upon its 
resources end has retained the generel confidence of the 
community which it serves. In view of the less fortunate 
experiences of others, this is a tribute which the banks 
of Canade well deserve to have peid to them. The in- 
stitution of this Commission in no sense implies a con- 


demmetion of Cenedian banking; its purpose rether is to 
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lend such assistance as may be possible, in enabling it 
$9 copo With the difficultics with which it is confronted 
and tho new necds which it has to meet, I fear my 
nationality may porhaps mako me a partial judge, as may 
be the easealso with my collenguo, Sir Charles jAddis, but 
I cannot help feeling that thefine record of Canadian 
banking in the past is due in part at least to the fact 
that it has been so largely modelled on the banking system 
of Scotland and has enjoyod the services of so many offi~ 
Ciala trained in the sound tradivions o° sat syston,. 1t 
is not without significance that of the =x u ped and 
forty or so charter mambers of the Bank of Montreal at 
least ninoty bear Scottish names, while among the erent 
nine incorporated members of the Quebec Bank there wert 
thirty Scottish nomos, 

Thero is a tendency to r-».rd problems of banking 
ond money as veculiarly mysterious. It is quite true 
that the seience and the art of banking have their technical 
aspects which arse often recondite and difficult for the 
mere layman to understand. But that is the way with 
nll branches of scienco, not least with that which I have 
myself practiscd all my life, the law, It is the same 
with medicine and with physical science, Yet the daily 
life of everyone of us is affected by tix «advances which 
are made in law, in medicine and in’sctienc? monccally, and 
while it would be absurd +6 expect everyone to have the 
technical equipment of the barrister, the doctor or the 
physicist, we laymeh are entitled to ask those to whom 
these special provinces are assigned to give us atti ots 
planations of their work as an intolligent citizen can 


appreciate and to render to us some account of their 
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activities which shall reassure us that these activities 
are being so conductcd as to be conducive to our welfare, 
The inquiry on which wo arc now embarking affords just such 
an opportuntiy of cxplanation to the people of Canada of 
the general working of their banking evstem whose efficioncy 
is to them a mattor of practical daily concern. The tech- 
nicalities are and must neoecossorily be for the expert, but 
technique is of valuo not for itsclf but only in so far as 
it serves practical cnds, end while we cannot all be 
banking experts we can all say how far our reasonable 
practical requiremonts gece o bythe existing technical 
apparatus, it is for the cxport in the light of these 
requirements to devise the best tcochnical means of be ane 
them. 

znd here I must be permitted to enter a Pete 
disclaimer, for I see that I have beon doscribed as being 
myself an expert in banking and finance. Nothing could 
be further from the truth, My role peg me) humbler 
one of contributing to this investigation on unbiased and 
open mind with some coxpcricnce in weighi: « svicence in 
matters of practical business, I should like to add for 
Sir Charles Addis as well cs myself that we have come from 
the other side animatcd with only one dosire, the desire 
to join with ourCanadian collcasues in the sympathetic 
study of your special bankins ‘»:.>lems in the hope that we 
may thereby be of some strvice in tic promotion of. the 
welfare and prosperity of this great Dominion, 

Such inquirics as this scrve a négative as well as 
a positive purpose. They onable the public to know what 
cannot be done as well as what can be done, It is per. 


haps due to the necessary unfamiliarity of the layman with 
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the principles whtch underlie sound benking thet he often 
brings hinself to believe thet slmost enything -- even 6 
new economic heaven upon earth -- cen be brought about by 
menipuleting finances. I need not say how many such schemos 
heve reached més The only trouble is that no two of them 
agree. The trouble is that while a sound benking system 
is one of the mwet valueble of nationel essets and an im- 
mense aid to trede and commerce, it is not itself pro- 
ductive. It is merely the servent of production end dis- 
tribution snd unless e country is running itself on sound 
business lines the most perfect benking cystem in the world 
cannot save it from the ineviteble cmomsequences of its 
breaches of economic lav. 

Now 1 should like to sv a fer rords as to the pro- 
gremme which we propose to follow. it eppears to us thet 
it “ould be valuable in the first instence to heve presented 
to us on behelf of the benkers of Caneds a general picture, 
historicel end descriptive, of the banking system as we 
Pind Lt. Thet informetim will oe of special velue to Sir 
Charles Addis end myself who nave some femiliarity with 
other banking systems, tt who ere, of course, desirous of 
being educeted in the special features of the Canadian sys- 
tom. jig epproeened the Genadian Bankers! Association with 
a requestto furnish us with such © descriptive stetement, 
end i emi.eppy to sey that they most courteously resvondsd 
to our invitetion. 

We desire in the first instance to have a statement 
entirely devoid of eny matters of criticism or controversy, 
end which will give us as e matter of record ea complete 
presentment of the existing system. For thet purpose, 


those whe are engaged in the conduct of benking in this 
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country sre naturally best melified to assist us. 

The other espect of benking, tts reletions to the 
government departments, perticsulerly the Department of 
Finenes, will be presented to us to-morror by the Deputy 
Minister of Finence, who hes kindly errenged the meteriel, 
the series of statutes and verious other documents, which 
ought to be on fils, *nd who will furnish e stetement of 
the relations of the government to the banking system. 

When we heave such en sccount before us we shell then be 
eble to appreciate in our further progress the points of 
criticism which may emerge. 

We propose toernorrow night to leave for the west, 
end our first meeting will be held at Victoris in British 
Columbia. From there we shell work our way steedily east, 
end at each of the importent cities onour way we shall both 
hold public sittings and have sn oppa@tunity for conferences 
in private with ell the various interests affected. In 
thet way we shall heer the criticisms, comments end sugges- 
tions which can be offered from various querters. Each 
province has its om verticuler problems; its own develope 
ment has no doubt proceeded on lines dictated by its 
economic position; and we shall have the edventage of hearing 
on the spot the views on the one hend of those who administer 
banking in the provinces, and m the other hand of those who 
represent the consuner interest and who .i11 equally have 
the epportunity of indicating to us the ;cints at which 
they think an {uprovement might be effected. in thet way 
we hope to collect a valuable body of exposition on the one 
hand, and of criticism on the other. 

Then we shall return to the east end have a series 


of sittings in Toronto and Montrerl. We shell also pay a 
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visit to the maritime provinces, roturning finally to 
Ottawa, and we shall then bo able to put bofore tho bankors 
of Canada the points which appoar to the Conmission to be 
deserving of special attention, and to invite their con- 
sideration of suggestions that havo been made, as to thoir 
practicability and thcir possiblo benefit. In that way I 
think wo shall most usofully bring our investigation to a 
conclusion and procood to consider what the terms of our 
report should be. 

I hope that in our roport, taking advantage of the 
material that wo are to rocoive, we shall be able to give 
a short and authoritative account of the banking system of 
Canada which will be of general interest. It is always 
vory difficult to make a tochnical roport of intcrost to 
the public, but I havo always folt that even the most tech- 
nical mattors havo thoir practical and hvman side, and those 
who after all are affocted by tho operations cf the tochnical 
expert should have an opportunity of appreciating in general 
outline at least the mechanism of the system under which they 
livo. That can be dono, I think -- and I have had a little 
experience of it -- in such a way as to avoid undue tech- 
nicality and be really informative to the public mind. 

We are all aware that there is an intellectual for- 
ment in the world at the present moment. People are mueh 
more curious and much more critical abaut all thoir institu- 
tions, and mich misinformation is abroad on many topicse 
Inquiries such as this -have a real value in so far as they 
are able to inform tho mind and satisfy the curiosity of 
those who in times of difficulty are naturally looking around 
for any stapegoat upon whose shoulders they may lay the bur- 


den of their misfortunos., It is very dosirable therefore 
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that we should always bear in mind that we -are addressing 
not merely the technical banker but addressing also the 
people of Canada. and we desire in the conduct of our pro- 
cocdings to assure wnat I micht call the consumer interest 
thot we soi) liston tiost sympathetically to all of their 
represcntations and take thon up with the bankers with a 
view to secins how far it is possible within the limits of 
sound bonkins to cffect improvements or alterations which 
may be satisfactory to them. 

That, then, is the course which we have agroed 
among Ourselves wo should pursuc. 

It only remains for me in conclusion to say that 
we are looking forward to the discharge of our duty with 
eeeat anvorests 1. know Por myself that f shall learn a 
ercat deal, The mere opportunity of hearing about the 
working of anothcor system is in itself an cducative thing, 
and the interchange of views with our colleasues will, I 
have no doubt be a most interesting experience for us all, 
as well as the many contacts which we shall establish in 
different parts of the Dominion.. It is our sincere hope 
boc 28.8. result of this inguiny. wo may be able to make 
recommendations which will be reassuring to the people of 
Canada and may mako a contribution to that recovery of 
commercial and financial prosperity which is the hope of us 
all. If we are able tq do that to any extent I can assure 
you, Mr, Minister, that we ghall be amply rewarded for the 
sacrifices to which you havo been 300d cnough to refer. 
Quite frankly I do not find that thore is any sacrifice 
at all in coming to Canada . Your kindness and your 
generous hospitality makes oven the labours of a banking 


commission ecattractive, and I shall merely have changed the 
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charecter of my holiday end not heve lost my holiday. In 
seying thet, 1 em sure thet Sir Cheriss Addis will agree 
with me, although I am not -so sure thet 1 eon sey the seme 
for my Canadian colleegues who are teken evsav from their 
normel avocetions. 

I thenk you most cordislly, Mr. Minister, for your 
kind «ords, end not leest for your reference to the powers 
behind the throne, to which, of course, we.all, even 
bankers, end not less members of royal commissions are 
secretly subject. We alweys heer of the hidden hand es 
being so importent in finence. The hidden hend in this 
case has seen to it thet we heve come here and will no 
doubt exercise a restre ining influence upon our proceed- 
ings! 

Now we shell get to business at once. As I say, - 
the Cenediean Benkers' Associetion has very kindly egreed 
through their President, Mr. McLeod, t»% -ssist us this 
morning by giving us a generel exposition of the Canredien 
benking system. For the seke of greater accurecy it has 
been reduced to writing, and Mr. McLeod will be good enough 
to reed to us his historical outline of benking legislation 
in Cenede. 

This efternoon we propose to take the opportunity 
of Ei ne with the benksrgfor the curpose of raising 
some of the matters which are not of so much public inter- 
est. The conference in the afternoon will therefore teke 
place in privete, e conference for the purpose of discuss- 
ing more technical metters which-ere not of such generel 
interest. The metter which Mr. McLeod is esbout to present 
I think should be placed at once at the public disposal. 


(Pagé 50 follows) 
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MR. J. A- NoLEOD (Presidenty Canadian Bankers! 
Association): 


First of a11 I would like to Bay, Mrs. Ghairman, that 
the presente of sc miny banizers here this morning has two 
objects, first, to pay thei: respedts. to your Lordship 
and your Bolieaeies bx the Sommission, and to assure yov. 
that they are wiliine and ready to cooperate with the 
Commission in every way they cane 

Banking under statutory aywchority in what is now 
tne Dominion of Canada began on the 18th May, l&ec, 
with the granting of a charter by the Legislature of the 
old Province of Canada to "The President, Directors and 
Company of the Bank of Montreal" (name later chenged 
to the "Bank of Montreal"). 

In 1817, nine merchangs of Montreal signed Articles 
of Ass ciation to conduct, without statutory authority, a 
banking businesse In the interim, until the charter above 
referred to was granted to these merchants, bank bills or 
bank notes were issied by the Association on the credit of 
members and @ general business of banking was carried on 
by theme 

Certain features in the 1822 ahartee of the Bank of 
Montpeal can be traced to the provisions of the charter 
of the Bank of the United States, reported and believed to 
be the work of Alexander Hamilton, which had been establis 
ed in 17916 One of these features, in almost the identica 
language, permitted the directors of the Bank of Montreal 
to open and establish branches or agencies at other places 
than Montreal, the chief place of business. The right to 
establish cranches or agencies has been a part of every 


bank charter granted since 1822, and appears in the same 
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language in section 75 {a) of the Bank acu “ow in 
forctee 

A second feature in the charter of the Bank of 
the United States reflected in the charter of the 
Bank of Montreal forbade ths Pank either directly 


or, indirectly 
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ers 


sesh, 
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to acquire or hold any real estate other than such as 
might be necessary in which to conduct the Bank's 
business That feature has persisted in the banking 
legislation of Canada to the present day (see section 39, 
chapter 5, 1871, and section 78 of the Bank Act). Its ori- 
gin in the charter of the Bank of the United States 
was due to the fact that after the close of the Revolution 
in 1783 speculation in lands in the United States brought 
about a distrust in the acceptance of lands as security 
for a banking loane Alexander Hamilton, in settling the 
terms of the charter of the Bank of the United States, 
determined to limit the powers of the Sank with regard to. 
lending upon the security of real este's''ctv1se of its 
non-liquid character (see Report, 1790, of s 71dlton, as 
Secretary of the Treasury, upon a proposed National Bank). 
The wisdom of this provision has without doubt saved 
Canadian banking during more than one period of land booms 
and land speculatione 

It should be added that a collateral feature 
of the prohibition in both charters, in almost identical 
language to that used in Hamilton's Report, permitted the 
Bank to acquire mortgages or hypothecations on land by 
way of additional security for debts to the Bank 
antecedently contracted in the course of the Bank's 
dealings. That feature of the charter of the Bank of 
Montreal is found in the Canadian Bars ict toekday 
(section 79). 

The Bank of Montreal was authorized to isme 
its notes myable to bearer. In the first charter the 
total amount of its notes in circulation was not to 


exceed the aggregate amount of the paid up capital 
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stock and the gold and silver coin and bullion and de- 
bentures or other securities reckoned at par isw#ed or 
guaranteed by the Province, on hande In 1840 it was 
enacted, at the instance of the Imperial authorities, 
that the Pedi ead circulation of notes by the Bank 

was not to exceed the amount of the Bank's paid up 
capital. That feature corresponds with the circulation 
privilege enjoyed by the banks at the present time. 

The next charter was that granted to certain 
merchants in Quebec, who formed the Quebec Bank, which 
institution opened its doors about 1823 and continued 
in business until 1917, when its assets were purchased by 
The Royal Bank of Canadae 

Coming to the Maritime Provinces, a banking 
partnership under Articles of Association was organised 
in Halifex in the Province of Nova Scotia in the 
year 1825, under the name of The Halifax Banking Company. 
The head and front of that organization was Enos Collins. 
Born. in, Liverpool,, Nova Scotia, in L774 y 
he began his active carver as a privateer and by 1825 
had become one of the ric hest men not only in Nova 
Scotia but in any part of what was then British North 
Americae The Halifax Banking Company continued as a 
privete partnership, issuing its bills, which were 
rated as high by thewople of the Province as the 
obligations of the Government itself, from that date 
until 1872, when corporate powers were obtained from 
the Dominion of Canada. This institution sold its 
assets to The Canadian Bank of Commerce in 1905- 

In 1832 in Nova Scotia a charter was granted 


by the Legislature of that Province to The Bank of 
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Nova Scotia, which institution a year ago celebrated 
itsone hundredth anniversary of continuous operation. 
A special feature appeared for the first time in the 
charter of The Bank of Nova Scotia, the double liability 
of shareholders. That feature is now applicable to all 
Canadian banks under the provisions of * ne Bank Act. 

In New Brunswick in 182 bankiu.re cust iess under 
corporate powers obtained from the Legislature of 
the Province was first carried on by the Bank of New 
Brunswicke That institution afforded banking facil~ 
ities in that Province until 1913. when its assets 
were acquired by The Bank of Nova Scotias | 

In Upper Canada, what is now Ontario, the 
first bank to receive corporate powers was the Bank . 
of Upper Canada, almost contemporaneously with the 
granting of a charter to the Bank of Montreal» This 
institution continued in existence until 1866, whdn 
it went into liquidation. 

One spectal feature in the history of Canadian 
Banking was th establishment in Caneria vy Royal 
Charter in 1840, of the Bank of Britisrc i\cort. America; 
the charter was granted in London by Her Majesty, 
Queen Victoria. Its shareholders were almost wholly 
resident in Great Britaine That Bank continued until 
1918, when its assets were purchased by the Bank of 
Montreal. 

As a consequence of the discovery of gold in 
British Golumbia in 1858, another bank was established 
by Royal Charter, the Bank of British Columbia, to 
conduct banking business on the Pacific Coast. This 


charter was granted in 1864, and th Bank continued 
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in business until its assets were purchased by The 
Ganadian Bank of Commerce in 1901. Its shareholders 
were likewise almost wholly resident in Great Britain. 

Of the ten banks still carrying on business in 
this country, the first established in what is now the 
Province of Ontario was The Bank of Torontoys with 
head office at Toronto, whose charter dates from 1855.6 

In 1861 the Banque Jacqie; Cartier, with hoad 
office in Montreal, received its charter from the old 
Province of Canada, and was succeeded on reorganization 
in 1900, under special enagtment, by La Banque 
Provinciale du Ganada, one of the ten banks in operation 
to-day s 

In 1867 The Canadian Bank of Commerce, with 
head office in the City of Toronto, opened its doors 
for business under a charter previously obtained frer 
the Province of Canada. 

In the year 1869, what is now The Royal Bank of 
Canada, with head office in the City of Montreal, (statutes 
of 1900) received its charter under the name of The 
Merchants! Bank of Halifax. The Bank began to carry on 
the business of banking in that year in the Province of 
Nova Scotia. This charter and all subsequent charters 
have been granted by the Dominion Parliament, pursant 
to the British North America Act. 

In 1871, The Dominion Bank, with head office in 
Toronto, began to carry on the business of banking under 
charter previously obtainede 

In 1874 Banque d'Hochelaga (now Banque Canadienne 
Nationale - the name was changed by statute in 1524) 
commenced tanking aperations,. with head office 
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in Montreal under a charter duly granted. 

In 1875 the Imperial Bank of Canada, with head 
office in Toronto, commenced business under a charter 
duly granted. 

Between 1875 and 1929 charters were granted by 
Parliament to a number of banks, that after carrying on 
business fora time, sold their assets to other banks, 
particulars thereof being included in the list later 
set forth in this memorandum at page 24. 

The most recent of the banks now in operation 
to receive a charter was Barclyags Bank (Canada), with 
head office in the City of Montreal, Barclays Bank 
(Canada) was granted a charter in March, 19@, and com- 
menced business in September of that yeare 

Prior to 1859 the rights and powers of an in- 
corporated bank in the various provinces now forming 
the Dominion of Canada depended upon the provisions of 
its charter and upon the general lawe There was not 
then, as there is now, a general Bank Act treating all 
incorporated banks alike and some possessed powers which 
others did not possess, or were subject to restrictions 
not applicable to others. 

One or two special features in the powers grant- 
ed to particular banks in the old Province of Canada 
(Quebec and Ontario) may be hefe mentioned. Strange as 
it may seem, the first statutory provisions in the old 
Province of Canada dealing with bills of lading and 
warehouse receipts, and the application thereof to the 
banks generally was enacted in 1859, being chapter 


20 of the statutes of that year, entitled “An Act 
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Granting Additional Facilities in Commercial Trans~ 
actions". Prior to that, the rights of banks to 
acquire bills of lading and warehouse receipts as 
security for advances depended upon the general law 
and upon the w ovisions of ‘the ‘charter of eacii bank-e 
The Act of 1859 referred to provided that, notivith- 
standing anything to the contrary in the charter or 
Act of Incorporation of any bank in the Province, any 
bill of lading or any receipt given by a warehouseman, 
miller, wharfinger, ee be of 8a vessel or carrier, for 
cereal grains, goods, wares or merchandise, stored or 
depogitenee tes might by endorsement thereon, by the 
owner of, or person entitled to receive such cereal 
grains, goods, wares or merchandise, be transferred 

to any incorporated or chartered bank as collateral 
security for the due payment of any bill of exchange 
or note discounted by such bank in the regular course. 
of its banking business, and being so eviecrsed, should 
vest in the hank all the right and titl: «ff tc en- 
dorser, etce This provision is now section 86 of the 
Bank Act. 

It will be noticed that there were only five 
classes of persons entiticsd under it to give a 
receipt for goods which might ccopetransferredas 
collateral security, namely a Cee a miller, a 
wharfinger, a master of avessel or a carrier. 

In 1861, chapter 20 of the Acts of 1859 was 
amended respecting the five classes of persons mention= 
ed therein, the effect of the amendment being that a 
warehouseman, Miller, wharfinger, master of a vessel, or 


carrier, who ordinarily gave a warehouse receipt or 4a 
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bill of lading inrespect of commodities in possession, 
to the owner of the commodities, which receipt under the 
law of 1859 the owner could pledge with a bank for ad- 
vanees, could issue a receipt in respect of the commod- 
ities in his possession and pledge it with a bank for 
advances. In pow words, the statute of 1861 made the 
owner of goods his own warehouseman and enabled him to 
give a pledge, by the celivery of a receipt merely, to 

a bank iho tn le advances .to him, covering the goods in 
his possession, on the security of such goods. 

In 1865 these provisions of 186] were further 
amended by chapter 19 of the statutes of tie Province 
of Canada for tmt years. The amending chapter of 1865 
enabled anyone who had timber, boards, deals, peated sae 
other lumber stored ordeposited in any cove, wharf, 
yard, harbour or other place of which he was the keeper, 
to transfer a receipt signed by him, describing such 
property, to a bank as security for a contemporaneous 
advance upon merchandise, timber, boards, deals, etce, 
described in the receipt. 

The principle set forth in the legislation re- 
ferred to was extended to other articles and classes 
of borrowers from time to time, as will be hereinafter 
mentioned, and has remained a permanent feature of Can~ 
adian banking legislation. 

The statutory provisions above referred to con- 
stitute a unique feature in banking legislation. Here 
is a list of persons entitled to borrow money from a 
bank upon the security of their own goods and property 
in their own possession upon a simple form of receipt 


delivered to the bank. Why, it may be asked, was the 
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Legislature of the Province of Canada in 1861 willing 
to introduce such a feature into the laws applicable to 
banks? The conditions of the time must be looked to for 
an explanations The Legiglature apparently deemed ti 
necessary, in order to facilitate commercial and busi- 
ness transactions, that the maximum of security should 
be made available to the barks, so that they could with 
what was deemed to be reagonable safety make advances 
without formality on the security of certain kinds of 
personal property, remaining in the possession of the 
borrowers The statute provided that “any such receipt 
‘ « e given and endorsed by such person, shall be as 
valid and effectual for the purposes of this Act, as if 
the person esti such receipt and endorsing the same 
were not one and the same person.” (cection 1, chapter 
(23, statutes of Canada, 1861). 
By the British North America Act, i867, the 
power to make laws with regard to 
a» Currency and coinage, and 
be Banking, incorporation of banks, and 
the issue of peper money, 
came under the exclusive leziglative authority of the 
Parliament of Canadae 
The following is a summary of the chief powers 
of the banks in all provinces, subject to what has been 
said before with regard to variations in the Province 
of Canada, at the time of the passing of the British North 
America Acts 
There was power under the banking legislation 
at that date 
ae to deal in gold and silver coin -r bullion and ex- 
change, bills of exchange, discounting of promissory 
notes, bills and negotiable securitis, and 


any such other trade as beloggs legitimately to the 
business of banking; 
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be to make and isse bank notes; 

Ce to open branches or agencies; and 

ds. to take and hold mortgages or hypotheques by way 

of additional security, but on no account was money 

to be lent on mortzage, hypotheque or upon land or 
other fixed woperty. 
Among the limitations, 

ae lending money on the security of iaxs was forbiddens 

be dealing in, buying, selling or bartering goad Sy 
wares, and merchandise, or engaging in any trade 
whatsoever was prohibited: 

Ce making advances upon the security or pledge of 
any shares in the stock of the bank or of any 
other Canadian bank was likewise pr ohibited; 

ds the banks were forbidden to stipulate for, take y 
reserve or exact a highscr rte of discount or 
interest than 7% per annum, ond any rate of 
interest note xceeding 7% could be received and 
taken in advance. (Section 91 of the present. 


Act is almost verbatim in this language,. which 
dates from 1859). 


The double liability of shareholders in the 
event of insolvency was a feature of the legislation 
applicable to all banks in existence at 1867, and is 
now found in section 125 of the Bank Act. 

In 1867, during the first session of the first 
Parliament of Canada, an Act was pass¢cd, being chapter 


9 


a2 Of the statute of that yeary entiti: i “sn Act Respect- 
ing Banks". This Act applied to the whole Dominion of 
Canada and extended the eReoene of the various banks in# 
corporated by the severezl provinces before Confederations 
It was in substance a consolidation of the Acts relating 
to banks which had been prss«a t;the Province of 

Ganada, and it repeated the provisions relating to bills 


o* jading ard warehouse receipts which were then in 


force and to which reference has just been made» 
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The Bank Act, of 1871 


In 1871 a general Act relating to banks and 
banking was passed, being chapter 5 of the statutes of 
that year, and though not so named in the statutes, it 
has been generally referred to as "The Bank Act of 1871" .« 
The recital of the Act states that "it is desirable thai 
the provisions relating to the incorporation of banks 
and the laws relating to banking should be embraced 
as far as practicable in one general Act", and the 
enactment then proceeds. 
The first gection continues the charters of 
the existing banks to July lst, 1881. 
This Act contains two important sections with 
regard to the powers and obligations of banks,.which re~ 
peat substantially but in more precise form some of the 
chief powers am obligations of the banks hereinbefore 
set oute These sections are as follows: 
"3°. Tho bank shall have the power to acquire 
4nd hold real and immovable estate for its act- 
ual use and occupation and the management of its 
business, and to sell or dispose of the same, and 
to acquire other property in its stead, for the 
same purposese 

"40. The bank shall not, either directly or in- 
directly, lend money to make advances upon the 
security, mortgage, or hypothesation of any lands, 
tenements, or of any ships or other vessels, nor 
upon the security or pledge of any share or shares 
of the capital stock of the bank, or of any. goods, 
wares, or merchandise, except as authorized in 
this act; nor shall the bank, either directly or 
indirectly, deal in the buying and selling or bar- 
tering of goods, wares or merchandise, or engage 
or be engaged in any trade whatever, except as a 
dealer in gold and silver bullion, bills of ex- 
change, discounting of promissory notes and 
negotiable securities, and in such trade general- 
ly as appertainsg to the business of banking." 

This aprarentiy is the first time in a statute in force 
in any part of Canada in which there was general power 


given to carry on "such trade generally as appertains 
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It will be remembered that the list of persons 
entitled to borrow money from a bank upon the seeturity 
of their own goods under the simple form of a warehouse 
receipt included only persons engaged in the calling of 
warehousemény millery wharfinger, master of a vessel or 
carrier, coveekeeper or keeper of any wharfy yard) har 
bour or other place, and with respect to the cove-keeper 
or keeper of any wharf, yard, harbour or any other place 
the goods upon whith he could so bor: cw mast have been 
timber, boards, deals, staves, or oticr lumber. Sec» 
tion 48 of the Act of 1871 further e xtended the list 
+o which this special privilege wag &ttamhed, to in« 
clude a curer and packer of porky or a dealer in wool, 
and it declared that in the case of the curing and 
packing of pork a receipt for hogs should apply to 
the pork made from such hogs» 

In 1872, by chapter 8 of the statutes of that 
year, these special borrowing provisions embodied in 
the Bank Act of 1871 were made to extend to cereal 
grains in process of being converted into malt and 
flour, and to malt and maltsters, and also to hogs 
when converted into bacon and hamSe 

The Bank Act of 1880 

In 1880, by chapter 22 of the statutes of that 
year, section ll, the charters of the existing banks 
were continued in force until the lst of Julyy 1891. 

The list of persons entitled to borrow from a 
bank on the sccurity of their own goods in their own 
possession under the form of a warehouse receipty was 


further enlarged and made to include a saw miller, manu- 
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facturer of timber, curer or packer vr uae, tanner or 
purchaser of agricultural products. 

The Act of 1880 gives the notes of the banks a 
new status in the evdnt of insolvency. By the statute 
of that year (now section 131 of the Bank Act) in the 
case of the insolvency of a bank the payment of the 
notes issied by the bank was made a first charge upon 
the assets of the bank even in priority tod ebts due 
to the Crown, whether in the right of the dominion or 
in the right of any province. 

In 1888) by chapter 27 of the Bt aisaale of 
that year, the list of persons entitled to borrow 
from a bank on the security of their own goods in 
their own possession was further enlarged and made 
to include a distiller and manufacturer or dealer in 
cottone 

The Act of 1890 

In 1890, in the revision of the Bank Act of 
that year, by section 4 of chapter sly the charters 
of the existing banks were continued in force until 
the lst day of July, 1901. 

All the provisions dealing with thesecurity 
which a bank might receive in connection with ad-~ 
vances to customers to which reference has been made 
were consolidated and mich extended, to include par- 
ticularly manufacturers and wholesalers, by enactment 
which changed the form of the preceding legislation 
but was more inclusivee Section 74 of that Act, 
which consolidated and extended the scope of the 
preceding legislation, provided that 


1. "The bank may lend money to any person engaged 
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in business as a wholesale manufacturer of cny 
goods, waros and merchandise upon tho security 

of the goods, warcs, and merchandiso manufactured 
by him opprocurcd fcr such manufacture, 

2. the bank may also lend money to a ny wholesalé pur- 
cheser or shippor of prodists of agricultura, the 
forest ahd mine, or the sea, lakes end rivers, or 

bo any wholesale purchaser or shipper of live’ 

stock or dead stock, and the products theroof, 
upon the security of such products, or of such 
live stock or dead stock and the products thera. 

OL: 


5. Such security may be given by the owner and may 
be taken’ in §$he form set forth tn Schedule C to 
this fot, or to the like effect; and by virtue 
of such security, the bank shall acquire the — 
same rights and powers in respect to the goods, 
wares and merchandise, stock or products cover- 
ed thereby, as if is hedicquiracd the same by 
virtuo of a warchouse rdcoeipt," 


Schedule C to the Act 


"Tn consideration of an advance of : 
dollars, made by the (name of bank) to A.B., for 
which the said bank holds the following. bills 
or notes (deseribeée fully the bills or notes held, 
if any) the goods, wares and merchandise mention- 
ed below arc heroby assigned to the said bank as 
security for the payment, on or before the 
day of ‘of the said advanco, together with — 
sneer om ey the peer: s ig Fad se ay 
per annum fyee the day. os AE lee of +t 
gaid billa and notcs, Se sen owal EhereofP or sub- 
stituésicne therdfor, and interest thoroon, or as 
the cass may Dc.) 


This seourity is giver under tha provisions 
of section sevonty-four of 'The Bank Aet!, and 
is subjoct to all the provisions of tho said Act, 


The said goods, wares and merchandise are 
now owned by _and are now in possession, 
and aro‘’free from omy mortgage, lien or charge _ 
thereon, (or as the case may be), and are in (place 
or places where goods are), and are the following: 
(Particular deseription of goods assigned .). 


Det ed at 18 ayn 


This legislation, in practically identical language, 


is in cffett to-day as sestion 88 of the Bank ich and 
Schedule ¢ thereto, _ 

One further amendment of the Revisjog of 13890 
should be mentioned in this connectjon. Under the law 


as it stood there was no safe way for a bank tc acquire 
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& warehouse receipt or a bill of lading under the stat- 
utes in force, unless the transaction was a new one, not 
connected by renewal or substitution with some past trans- 
action, and unless the receipt or bill of lading was ac- 
qgired at the time of such new transaction. The further 
amendment, now included in section 90 of the Bank Acty is 
that the borrower who is not in poss scion of the secar- 
ity which he intends to offer can givo, at tne time or 
before he gets an advance, a “written promise or agree 
ment" that the warehouse receipt or bill of lading or 
security would be given to the bank when the warehouse 
receipt, bill of lading or property itself comes into 
his possessione 
The Act of 1890 provided for the establishment 

of wmt is known as the Bank Circulation Redemption Fund, 
the purpose of which was to ensure pompt and certain re- 
demption of the notes of a failed banke Each bank, sub- 
ject to certain limitations as to amount of contribution, 
became in effect the guarantor of the circulation of 
every other banke The legislation with regard to the 
B ank Circulation Redemption Fund ihnos not been changed 
in any material particular down to tiic present times 
In the forty-three years since it became operative, 
once only, in 1916, has there been a demand upon the 
Fund and the contribution of $225,000 then made by the 
banks to replenish ths Fund in the hands of the Minister 
of Finance has been fully rcepeid by the liquidator 
of the failed institution, the Bank of Vancouver (see 
sections 64 and 65 of the Bank Act). 

| A new feature in the 1900 measire is the mention 
of The Canadian Rankers! Association, incorporated 


by an Act passed during the Session of Parliament | 
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of 1900. Provision was made in this Bank Act that if 
a bank sum ended payment in specie or Dominion notes 
of any of its. liabilities as they accrued, the Associa- 
tion or its president was empowered forthwith to appoint 
some Sede eou DEPacn to act ag curator to supervise 
the affairs of the bank until such time as a liquidator... 
was duly apbvointed to wind up the business of the 
bank e As & Goroliary to the liability of each 
bank to contribute to the Bank Circulation Redemption 
Fund, established under the legislation of 1890, the 
Act of 1900 gave the Association the authority to 
make by-laws in regard to the supervision of the making 
of the notes of the banks intended for circulation, 
the delivery of these notes to the banks, and their de- 
struction. If the banks were virtual guarantors of the 
circulation of every bank that failed, it followed that 
there should be clear rules with regard to the making, 
delivery, receipt and disposal of notes when they are 
no longer fit for use.e By-laws to carry out these 
purpeses have been duly enacted (see sections 117 to 
124 of the Bank Act.) 

One further provision made in the Bank Act of 
1900 has had far-reaching effect. Under that Act any 
bank is authorized to sell the whole or any portion 
of its assets to any other banke 

By an amendment to this provision made in the 
revision of 1913, no agreement by & bank to sell the 
whole or any portion of its assets to another bank can 
be made unless and until the Minister of Finance con- 
sents in writing that an agreement under this legis- 


lation may be entered into between the two banks 
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(see sections 99 - 111 inclusive of the Bank Act). 
Including the cases already rentioned, in 
which the assets of a particular bank have been ac- 
quired by another bank, under this legislation of 
1900, twenty-eight banks have been acquired, directly 
or indirectly, by banks now carrying on business; they 


are listed below, in ordor of date of purchase® 
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For special reasons there were two temporary ex+ 
tensions of the bank charters in 1911 and 1912, so that 
the revision took place in 1913; in the iatter year the 
charters of the existing banks were continued in force 
until the first of July, 1923,. 

A further amendment to the special security pro- 
visions was made: in order to increase agricultural pro- 
duction, the banks were authorized to make loans-w farm- 
ers upon the security of threshed sprain grown upon the 
farm, taking @ security in practically the same form as 
Schedule C, hereinbefore set out (see subsection 2 of 
section 88 of the Bank. Act). 

Chief among the features of that revision was 
the provision made for a slmreholders! audit. This 
legislation followedthe lines of similar provisions in 
the English Joint Stock Companies Act, and is still in 
force and operative (see section 55 of t*« Bank Act). 

One further provision in the legislation of this 
year was the enactment (now found in section 61, subsec- 
tions 4 to 13 inclusive of the Bank Act) under which the 
Central Gold Reserves were set upe Under this legislation 
The Canadian Bankers! Association, with the approval 
of the Minister of Finance, -could appoint three 
trustees and the Minister of Finance might appoint a 
fourth, the trustees so appointed to receive current 
gold coin and Dominion notes which any bank might de- 
sire from time to time to deposit with theme Against 
such deposits the depositing bank was authorized to 


issue its own notes up to the amount thereof. That 
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was in addition to note issu¢gs against paid up capitals 

A further provision (still in effect, subse@tions 
14 to 18 of section 61 of the Bank Act) dealing 
with bank note circulation was part of the revision of 
this year. During the usual season of moving the crops, 
from and including the first day of September in any 
year, to and including the last day of February next 
ensuing, in addition to the amount of a bank's notes 
authorized for circulation as hereinbefore mentioned, 
the bank might issue its notes to an amount not ex- 
ceeding 15% of the combined paid up capital and rest 
or reserve fund of the bank, the bank paying interest 
to the Minister on such additional issue at the rate 
of 5% per annum while such circulation was outstand=- 
ing. 

Under the stress of war in 1915, in order to 
increase the production of wheat, the banks were auth- 
orized to lend money for the purchase of seed grain to 
the owner, tenant or occupier of land, upon the secur- 
ity of any crop to be grown from such seed graine This 
is now subsection 8 of section 88 of the Bank Act, and 
the security form to be taken in schedule B to the ex- 
isting Bank Act. 

In 1916, banks were authorized: to lend to a 
— and to any person engaged in stock raising, 
upon the security of his cattle, but such security, 
taken in the form Schedule E to the existing Bank Act, 
is to be registered in the district in which the bore 


rower lives, in acordance with the laws in force in 


eden ‘oft te enwee Lae | : | 

Mare gt . © A Sie ee mS : : 

where Sato: neh po tatpalo: a owe, iti as paris, : ae 
o# ohio Ray SIeE ait sow ‘td an kg aN Presid 

wai Crom belting ond, «Ansa to: naka qiibo'q wit geeeiont ae 

cud sib ang beow ee ‘ouadiornid. ‘end hae ‘eeite Bit of boirto Pork ; 


arb98 ‘ond, abe” cbgpod ty fo. Eqgr200 to: dered * “gixotnio eis eee 
okt anton boos Howe mont hema es on am oe % ae - : Bi. i 


“ie ahs of @ eLeborted et ftowad: ‘ot i“ Pmnot ghosts sta ho 
Oh Ee ee *Cepa et gual oe 
& OF Brel ov sbostarsdue etew ead yoded wi tre Bec ae ae a 
actaber avodart been soerten vies of tia, vs a we 
.vdbmooee sonst suid cOLtsno oi ‘40 yibiioe'® ett cogs ae 


, tod. sitet gnivetne edt of -@ o Lahedto? mtorr’ ong er’ prodas 
~tod ont foteiw mt: Yoteders ong ae. boretetgert od od ot 
nt cpwit ab ewal odd atte oot ste coos et ‘ oovil powolt 


-70= Js Ae McLeod 


the particular province with regardto the registration 
of bills of sale and chattel mortgages (3.e sub- | 
sectian 12 of section 88 of the Bank Jct). 
| The Bank Act of 1923 

This Aot- continued the charters of the banks 
in force until the first day of July, 1933. By legis - 
lation passed in 1933 the cnarters nave been contin-~ 
ued until the first day of July, 1934. 

‘There has been in the past criticism from 
credi tors of wholesalers and manufacturers to the effect 
that the banks were secured by a lien or mortgage 
upon the ur ope rty of the borrowers, which security 
eds not publicly registered. To meet this complaint 
there eeneetes in section 88 of the Bank Act 
heretofore referred to, to this effect (subsec= 
tion 18); that any person intending to ive a bank 
security under the authority of section -f sf t.:e Act 
must give notice of such intention before any loin is 
made by the bank to such person, and the security taken, 
a ae a document which shall be registered in the © 
office of the Assistant Receiver General of the Province 
in which the borrower carries on vusiness or resides 
(subsections 17 to 28 inclusive)e Any person may 
examine such public record and asoertain who may 
or my not be borrowing from a bank under section 88 
of the Bank Act. 

Additions were made to the shareholders! 
audit provisions of 1913. Under the amending legisla- 
tion two auditors for each bank instead of a possible 


one only are requirede The bank can have oly one per- 
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manent auditor and the other auditor has tO be changed 
every two yearse An important addition made to the 

duties of the auditors reqmires them to report to directors 
individually or jointly, transactions or conditions which 
are not satisfactory to them (see subsection 5 of 

section 55 of the Bank Act). 

The form of the monthly return - a return in 
some form or other to the Government has been a feature 
of banking legislation practically from the beginning - 
was subject to'some modification. Certain classes of 
loans mentioned in the legislation were to be excluded 
under certain conditions from the "Current Loan" column 
of the monthly return to the Minister of Finances This 
return is to be made to the Minister of Finance by each 
bank every monthy and Schedule G appended to the Bank 
Act as it now exists gives particulars of the present 
requirement (see section 113, subsection 5 of the Bank 
Act). 

Section 10 of the Bank Act provides tmt the 
capital stock of any bank shall be not less than 
$500,000 and section 13 provides that not less than 
$250,000 of this amount must be paid up in cash before 
the bank can receive a certificate from the Treasury 
Board permitting it to commence business, This 
has been the requirement since the Bank Act of 1890 
was passede In the Bank Act of 1871 the bank could 
commence business when $100,000 of the $500,000 had 
been m id up, but $200,000 in all had to be pid up 
within two years thereafter. That continued until the 


Bank Act of 1890 was passede 
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Legislation of 1924 


The closing of the doors of the Home Bank of 
Canada on the 6th August, 19235, resulted in the enact~= 
ment of the provisions regarding inspectim which be- 
eame law at the 1924 session of Parliononut. Under the 
enactment of that year, authority was given t» the Govern- 
ment on the recommendation of the Minister of Finance 
to appoint an Inspector General of Banks, who should be 
an officer of the Department of Finance and be paid by 
the Government. At least once a year the Inspector 
General is to make, or cause to be made, such examination 
aedid enquiry into the affairs of each bank as he may 
deem necessary and expedient. At the conclusion of each 
examination the Inspector General is to report there« 
on to the Minister. If the Inspector General should 
be satisfied tirt a bank is insolvent, he is to report 
fully on the bank's condition to the Minster and the 
Minister my, without waiting for th. bornk to suspend 
payment, request the Assciation to appoint a curator 
to assume control and supervise the affrics cf the bank 
until such time as the bank either resumes business or 
a liquidator is appointed. 

Under this legislation an Inspector General 
of Banks has been appointed, snd has since performed 
the duties of his office in saicniariae with the require~ 
ments of the legislation (see section 56 of the Bank 


Act). 


THE FINANCE ACT 


This legislation, while not a part of the Bank 
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Act, has been of great importance in the legislative 
banking his tory since the beginning of the Great War. 

The Finance Act, 1914 (chapter 3) was assented 
to on the 2énd August of that year. It provided, in 
the case of war, invasion, riot or insurrection, real 
or apprehended, and in the case of any real or appre-« 
hended financial crisis, that the Governor in Council 
may authorize the making of advances to the chartoroa 
banks and to the savings banks to which the Quebec 
savings Banks Act applies, by the issue of Dominion 
notes upon the pledge of securities deposited with 
the Minister of Finance of such kind and amounts as 
might be approved by the Treasury Board. 

By subsequent legislation after the formal 
declarations of peace with enemy countries, this pro- 
vision was continued-in effect until .1923. 

By chapter 70 of the Acts: of 19235, entitled 
"The Finance Act"; at times when the conditions of 
wary etds, previously mentioned were not in existence, 
that is to say in times of peace; the Minister of 
Finance was authorized to make advances to the chartered 
banks and to the savings banks to which the Quebec 
Savings Banks Act applies, by the issue of Dominion 
notes upon the pledge of the securities hereinafter 
mentioned: 
ae Treasury bills, bonds, debentures or stocks of 

the Dominion of Canada, Great Britain, any 
province of Canada, and of any British possession; 


be Public securities of the Government of the United 
States; 


Ce Canadian municipal securities; 


ds. Promissory notes and bills of exchange secured 
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by documentary title to wheat, oats, rye, barley, 
corn, buckwheat, flax or other commodity; 

@e Promissory notes and bills of exchange issued or 
drawn for agricultural, industrial, or commer- 
cial purposes and which have been used or are to 
be used for such purposes. 
It was further provided that all promissory 
notes or bills of exchange pledged pursuant to the 
Act should have a maturity not later than six months 
from the time at which they are pledged; that ad- 
vances should be for a period not exceeding one year, 
the interest thereon to be at such rate as may from 
time to time be fixed by the myoM ene Poarde 
Under the Act of 1914, the maxinum of sd- 
vances at any one time was $123,689,000 (Noveibor, — 
1920}, and under the Act of 1923 the maximum of ad- 
vances at any one time was $112,900,000 (November, 1929). 
Though the advances si nce 1923 have varted accord- 
ing to the business requirements of the country,, there 
have been borrowings for more or less amounts by the 
banks under the provisions of the Act for practically 
the whole period. In January and February ,. 
1927, there were periods when no borrowings were out~-. 


standinge 


THE CHAIRMAN: That, Mr- McLeod, concludes your 
analysis of the historical situation? 

MR. McLEOD: Yes, Mr- Chairman. . 

THE CHAIRMAN: I believe you have a furtrer 
paper dealing with the actual operation of the Barking 
Systeme Will you please proceed with the readimg of that 
PAapere— 


MRe McLeod; This is 2 memorandum on the present 
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working of the Canadian Banking System: 


INTRODUCTION 


Since the historical development of the Canadian 
banks is being dealt with in another document, no 
attempt will be mde in this memorandum to trace the steps 
by which the Canadian banking system assumed its present 
form. Suffice it to say that, under the British North 
America Act, banking in Canada comes within the scope of the 
Federal and not of the Provincial Authority; that the activi- 
ties of the chartered banks are entirely governed by The Bank 
Act; and that the Canadian banks have developed in recent 
years along much the same lines as the great English banks: 
though their development has, of course, been conditioned by 
the special circumstances of Canada. 
Some of the distinctive features of the Canadian 
banking system may be enumerated as follows: 
(a) The freedom of the banks from statutory limitation 
as to the treatment of their reserves; * 
(ob) he right of note isme possessed by the banks; 
(ec) The maintenance of an extensive system of branches 
both within the Dominion ard abroad; 
(d) The protection of the banks by the pledge of ware-~- 
house receipts, etc. (under Sections 86 and 88); 
(¢) The legislative requirement of an internal audit, 
and the direct government inspection of the banks; 
(f) The provision for assessing a double liability on 
shereholders in the event of failure; 
(g) The right to obtain advances of Dominion Notes from 
the government (with the approval of the Treasury 
4% The only statutory limitation is contained in 
section 60 of The Bank Act, which prescribes tmt "The 


Bank shall hold in Dominion Notes not lessthan forty 
percent of the cash reserves which it has in Canada." 
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Board), in accordance with the terms of The Finance 
Act. 

I should be added that the Canadian banks are 
permanently confronted with a problem which, though present 
in all countries, exists in Canada in an unusually acute 
form, Owing, in part, to the wide variation of climate 
between Summer and Winter (which conditions all outdoor acte 
ivities}), and in part to the relatively «rust importance 
of the harvest in this country, regularly recurring 
seasonal fluctuations must be foreseen and provided 
against on a very large scale. 

Thus, the total assets of the banks show a net 
variation normally of about $140,000,000 (or 5% of the 
average figure) between January, the month in which they reac 
their minimum, and October, the month in which they reach 
their maximum. The banks' holdings of cash, which are 
less than average during the Spring, and normally at the lowe; 
in May, rise exceedingly sharply during September and 
Octobere Gurrent loans, which reach their minimum at the 
close of the year, normally rise, with few interruptions, 
throughout the first three quarters until the end of 
Bevueuben? and fall very sharply during vctovber and November, 
as the harvesting of the crop makes it possib:. for ) 
borrowers to liquidate accumulated obligations. 

Such movements are sharply reflected in the deposits. 
These (in the case of demand deposits) reach a very 
high point at the close of Novimber, rapidly diminishing 
thereafter, till at the close of March they have fallen by ° 
about one-eighth, or say $60,000,000; they reach their 


maximum (in the case of deposits subject to withdrawal 
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upon notice) at the end of January, and steadily diminish 
thereafter, by about $100,000,000 in all, until they 
reach a minimum at the end of October. These changes 

aro reflectedin the movement of call loans, both in Canada 
and abroad; a in the security port-folios; as will be 
noted in the proper place belowe 

The number of chartered banks in Canada is 
tenes As at May 3lst, 1935 (at the time of the latest bank 
strtement, which, of coursey represents conditions of de-: 
pression, both at home and abroad), their combined assets 
were $2 835 49004000 « The largest institution making a 
return reportedbotel assets of $738,000,000; the smallest 
reported total seaeu of $8,000,000. 

Total loans to the public, of all the banks 
taken together, amounted on the same date to $1,229,413, 000 
Of these, $990,854,000 were loans made in Canada; and 
$238,559,000 were Loans made abroad. 

As at December S3lst, 1932 (the latest date for 
which this information is avatlable), these banks maintainec 
an aggregate of 3,519 branches, of which 3,158 were in 
Canada, and 161 were situated abroad. 

The branches in Canada were distributed, by 


banks and by Provinces, as follows: ~ 
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There has been no failere of a Canadian bunk 
during the past ten yeirs} and in the depression years the 
banks have been fortunately free from confidence-destroying 
rumours and from runs. The stability of the Canadian banking 
system (wHich stands in sharp contrast with the large number 
of bank failures in the tld-teastates during the recent 
years) may be regarded as principally resting upon five 
features. These are: 

(a) The operation of the banking system under a single 
legislative authority; 

(b) The freedom of the Canadian banker from the 
hampering influence of meticulous regulations in 
detail; 

(c) The minimm of size and strength prescribed for 
Canadian banks in The Bank Act; 

(d) The systematic and pw ogressive training of bank 
executives, which is provided by promotion 
through the branch systam; and 

(e) The Ay es and orderly distribution of banking funds 
according to local needs, which is also made 
possible by the branch system. 

The purpose of this memorandum is to describe the 
working of the system, whose outline has briefly been 
presented, and not to make an exhaustive analysis of 
The Bank Act, In the pages that follow, the working of. the 
system is analyzed under the following heads; t 
(1) Organization of the branch; 

(2) Facilities for borrowing under Secti.rs «( and 883 
43) The supervision and inspection of branches by 


Head Office; 
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(4) The organization of clearings between banks; 
(5) The question of short-term money; 
(6) Investment policies of the bank; 
(7) The financing of the harvest} 
(8) The financing of external trade; 
(9) Provisions for expanding credit at need; 
(10) The business of overseas branches. 
In 4n explanation of the working of the banking 


system, it has been thought unnecessary to raise questions 


relating purely to currency policy. 


Le ORGANIZATION OF THE BRAG , 

Both with a view to providing all of its exist- 
ing clients with the completest possible banking service, 
and also with a view to securing the maximum of banking pr 
the bank, in normal times, is always on the lookout for 
opportunities of establishing new branches. Such branches 
may not yield an immediate profit, or even may, for some 
time, be sources of loss; butif there is a reasonable 
expectation of ultimate profit, the loss sustained initiall, 
will be regarded as a proper investment of capital in them. 

Owing to the fact that the bank may put into i 
circulation its own notes (up to the amount of its fully 
paid-up, unimpaired capital, in tho first place, and q 
thereafter by deposit in he central «ol.c oe ee it is’! 
a position to provide currency, in 4n inex :rsive form, 
for pioneer communities; and thus to give banking service 
to many such communities, whose business would not warrant: 
the location of branches in them otherwise. i 


By the right of bank note issue, as defined in 


Section 61 of the Bank Act, cach established bank has been 
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enabled progressively to open new branches across Canada, 
as settlement has extended westward; with the result that 
there is, on an average, one branch bank to-day for every 
3,550 wople in the country. 
The Canadian branch bank is ororiz:d in much 
the same manner as the British branch bank. Ina large city 
branch, the staff may consist of one hundred persons or 
more; in @ small country branch, the staff may consist 
of three or four, or even of two personse 
Before being appointsd to the branch of which he 
is in charge, the manager has acquired a variedbanking exper: 
ience in other parts of the Dominion or abroad; and this is 
his sa feguard, and a safeguard to the community that he 
serves, against the risk, which would otherwise be present, 
that he might take a purely local view of local problems. 
All loans sre made at the branches. Branch 
managers have authority to make loans up to certain maxima, 
without the need of reference to higher suthority, for 
authorization of these loanse These weyvirai do not follow 
set rules, but are fixed for the branch mancscrs 
individually. The maximum up to which a particular manager 
may loan depends upon his own experience and judgment, and 
upon the nature of the collateral offered for the loane 
Application for a loan beyond themaxinim set for 
him obliges the branch manager to refer the application 
(if the bank is a large one) to the District Supervisor 
under whom he operates, or (if the bank is a small one) to -e 
the Head Office. His reference is accompanied by statements | 
as to the customer's position; as to the particulars 
of collateral offered; and such other information as is 


necessary to determine the quality of the risk. Upon 
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the granting of the loan (unless it is secured by 

readily saleable stocks or bonds) the borrower will 
customarily submit his balance sheet to the bank annually; 
or oftener, together with his Manufacturing or Trading, and 
Profit and Loss Accounts; and credits are reviewed annually, 
usually at the close of the borrower's fiscal year, 

If the deposits of a branch should be in exeess of 
the loans which it has made, together with the amount. of cash 
required by that branch, the excess of deposits is credited 
to Head Office; and the funds are used at other branches 
where the loan requirements exceed the deposits; or else 
they are invested by Head Office in bonds, or otherwise 
employed to the best advantage; credit for the use of 
such funds being given to the branch from which they are 
drawne 

If the loans to be made by a branch, together with 
the amount of ee required in the till, exceed the 
deposits locally received by that branch, the necessary 
funds are drawn from other branches by Head Office, and 
made available to the branch requiring them; and that branci 
ig accordingly debited for the use of the funds so borrowed 

Each branch is expected to bear its due proportion 
of the overhead expenses of the bank; and the working of th 
branch is thus "costed", as though the branch were a self- 
contained unit bank, and its operations are reviewed 
accordingly. 

Periodically (usually at intervals of six months 
or annually) the branch managermakes special reports 
to the District Supervisor, on all the loans tmt have 
become in any way doubtful; and submits with these reports 


his own estimate as to how mich of the loans concerned 
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“smay be recoverable. These reports are reviewed by Head 
office; and the doubtful loans are written off to Bad 


Debts, or adequate appropriations are set up accordingly. 


2e- FACILITIES FOR BORROWING UNDER 


SECTIONS 86 & 88. 


It is characteristic of a young and rapidly growing 
country, that many of its producers, distributors and 
manufacturers are operating with slender supplies of 
liquid capital. Canada is no exception to this rule, 
which holds with especial force on the frontiers of 
settlement, and in the neighbourhood of these frontiers. 

It was primarily to meet the needs of such 
producers that Sections 86 and 88 of The Bank Act eens 
enactedo In accordance with the general purpose of this 
memorandum, no space is devoted here to the historical baci- 
ground of these two Sections. Suffice it to say that 
borrowers in many lines of business kave freely taken 
advantage of the facilities afforded therein; and that 
they have certainly made possible, during recent years, a 
rate of economic expansion in Canada which could not other- 
wise have been expectede 

The present situation, in regard to the two 
Sections above mentioned, is as follows: 

Section 75 (2c) of The Bank Act prohibits the 
bank from lending money against land or immovable property 
or ships or any goods, wares or merchandise except as 
authorized by the Act. The terms under which advances may 
be mde against goods, wares and merchandise are pres- 


cribed in the two Sections above mentioned. 
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Under Section 86, the bank may acquire a ware- 
house receipt or bill of lading as security for any debt 
or liability, incurred in the ordinary course of its 
banking business. The Bank Act imposes no restriction as 
to the commodities which may be covered by security in 
such forme While it is customary to take a letter of 
hypothecation, covering the warehouse receipt or bill 
of lading, this. is not essential; for the lodgment of the 
document itself in favour of the bank, or endorsed to the 
bank, vests in the bank all of the rig’s ord title of the 
previous holder or owner, to the goods coverel thereby. 

Seéurity taken under Section 88 (for which 
special forms are prescribed in schedules to the Act) 
is of like effect; the situation being virtually that 
the borrower is permitted to act as warehouseman for his 
own goodse Advances under this Section, however, may be 
made only tocertain classes of borrowers, and against 
certain commodities as follows: 

1. - To any wholesale dealer in products of agriculture, 
the forest, qarry, mine or the sea, lakes and 
rivers or livestock or dead stock or products 
thereof, against these commodities. 

2. - To a farmer against threshed grain grown on his 
farme | 

3. - To a wholesale mnufacturer against his ry 
materials and mnufactured products, completed 
or in process of manufacture. 

4, - To an owner, tenant or occupier of land, for the 

| purchase of seed grain, cgoinst the crop bo be 
grown therefrom. 


Se - To a farmer or person engaged ins tock-raising, 
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against his livestock, 

A notice of intention to give such security is 
to be signed by the suetomer in the form of Schedule "F" 
to the Act, and is to be registered in the office of the 
Assistant Receiver General, in the Province in which the 
principal place of business of the customer is situated. 

It is not open to a bank to acquire security 
by way of a bill of lading,. warehouse receipt or an 
assign vent under Section 88,.unless such security is : 
acquired at the time when the debt or liability is incurred, 
or unless at that time, in lieu of the security itself, the 
bank has a written prom ;s¢ that such security will be 
givens (In this connection, see Section 90). 

security in any of the forms mentioned herein 
gives to the pank a claim prior to that of the unpaid 
vendor of the merchandise concerned; and if goods are 
manufactured from those originally pledged the bank has the 
same right and titleto the mnufactured goods, as it 
had to the materials assigned. The bank is given power 
of sale over the goods, subject to certain restrictions 
(which, however, the customer may consent to waive). 
Fortunately, in practice it is rerely necessary to 
exercise such power of sales 

The credit mde available by these regulations 
has enabled dealers to pay cash for primary products - 
tims providing producers with a steady market - and has 
enabled manufacturers to pay wages and other current exp ense 
while goods are being processed. It has become an 


integral part of the credit machinery of Canada. 
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3. THE SUPFRVISION ND INSPECTIC! 2 
BRANCHES BY HEAD OFFICE. 


So far as the control of branches is concerned, 
questions of promotion and transfer are governed by 
Head Office through the Staff Department; and questions 
with regard to the physical equipment of branches 
by the Premises Department. These are, as a rule, 
routine matters. The direct control of banking operations 
in the branch is exercised by the General Manager through 

the Chief Superintendent of Branches, with his staff 

of District Supervisors; and through the Chief Inspector 
of Branches, with his staff of Inspectors. 

Attention has already beendr:im to the limits 
set upon the discretion of branch mer. 47 *n making 
loans, and the necessity for referring to «.zher 
authority applications which are beyond tle discretion of 
the branch managere 

Supervisors are empowered to pass upon loans up 
to certain limits, which v--; in different banks. 
If the amount for which application is made exceeds 
the scope of the Supervisor's discretion, he in turn 
forwards the application to Head Office, together with 
the necessary informtion, and his own recommendation 
with regard to it. 

By a system of returns and reports from branch 
banks, the Head office is in possession at all times 
of full information, regarding all icons of $1,000 and 
overe 

Furthermore, each branch is inspect ud annually 
(or more often, and at uncertain intervals, if this 


is considered necessary); and the Inspection Report 
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includes a Jist of all Joans, small as well »3 large, 
with brief comments by the bank inspector regarding the 
smaller loans, and the manager's report regarding loans 
in excess of a stated amount. 

The annual Inspection Reports, a bound volume, 
giving a complete review of the business of each branch, is 
placed in the hands of the Directors of the bank, as soon 
as it becomes available. 

Furthermore, the books maintained in Head Office 
are examined annually, by auditors acting on behalf of 
the shareholders. The manner of appointment of these 
auditors, and the procedure to be followedby them, is 
p rescribed in The Bank Act, Sections 5%, 54, and 55, 

The shareholders! auditors also © *1mi « foeceee 
sheets from the branches (certified by tne br: cn manager 
and his accountant), and in addition, verify the cash 
at some of the larger branches- All investments are 
either examined personally by the shareholders!’ auditors 
or (in cases where this is trict “ensible) certificates of 
their existence are providede Tne shareholders! auditors 
also make careful ingiry into all of the larger loans. 

Besidos the regularly prescribed examination by 
the shareholders! auditors, provision is made by statute 
(in the Bank Act, Section 56) for the regular inspection 
of the banks by the Inspector General of Banks. 

This officermakes an examination annually of the books 
of the bank at Head Office; and in addition makes 

his own investigation of the larger loans; rcyvrcting 
Lae results of his work to the Minister of Fincce, by 


whom he is appointed, 
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4 - THE ORGANIZATION OF CLEARINGS BETWEEN BANKS; 

It has already bcen cmlained (in Section 1, 
above) that each bank automnitically re-distributes the 
funds deposited in its various branches so as to keep its 
assets employed fully, and to meet local demands for cash, 
without creating stresses in any money centre, no matter 
where such demands may be presented. For these purposes, the 
Canadian bank is a nation-wide system in itself. 

Sich an organization renders the problem of 
inter-bank clearings an exceedingly simple ones Daily 
clearings are simultaneously made bet” .» the same banks 
in thirty-two clearing house centres as [oll 3 

In Nova Scotia: Halifax. 

In New Brunswick: Moncton; and Saint Johns 

In Quebec: Montreal; Quebec; and Sherbrookes 

In Ontario: Brantford; Chatham; Fort William; 
Hamilton; Kingston; Kitchencs; “ondon3 Ottawa; Peter-= 
borough; Sarnia; Sudbury; Toronto; and Windsore 

In Manitoba; Brandon; and Winaioes: 

In Saskatchewan: Prince Albert; Regina; Saskatoon; 
and Moose Jaws 

In Alberta: Calm@ry3 Edmonton; Lethbridge; and 
Medicine Hat, 

In British Columbia; New Westminster; Vancouver; 
and Victoriae 

The results of the daily clearing 1¢ «.norted 
telegraphically from the regional centres, Vance uvery 
Winnipeg, and Toronto, to Montreal; and the net debits 
or credits of the day, for each of the Canadian chartered 


banks considered as a whole, sare settled before one 
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o'clock on the same day, by the transfer of Dominion 
Notes in that city. 

To make this transfer possible, the banks main- 
tain in Montreal, by arrangement among themselves, a 
central clearing fund; each bank keeping in the fund a 
quantity of Dominion Notes, adequate to take care of 


any net debit, tmt is likely to arise in its case. 


ye 
A S-@ HE: QUESTION OF SHORT TERM MONEY 
A short term money market implies the existence 

of a relatively large amount of money seeking temporary 
investment, and flowing to and from the market as worid-~ 
wide fluctua sions in moneymates direct. There is ino 
such supply of short term money seeking investment in 
this country, nor is it the practice for balances to 
move in and out of this country, as they do elsewhere. 
The banker's acceptance, which is the most liqid 
medium in London and New York, is practically unknown in 
Canadae Short term government treasury bills are also 
unavailable in Canada, 

The one institution in Canada which might possibly 
be described as a short term money market is the call 
loan markets; but even in this instance, such a description 
would, in certain respects, be misleadinge 

Call loans are made to stock brokers and bond 
dealers, against approved securities with a suitable 
margine The procedure followed is very simple. 

The Canadian broker or bond dealer enquires of the 
bank, whether or not it is willing to make a loan against 
certain specified securitics.e. If the securities offered 


meet with the bank's approval, and if the margin is accep- 
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table to the bank, it ogrocs to make the loan » and the 


broker or bond doaler lodges tha seourity with tho 
bank as collateral, 


While these "call" loans in Canada are subject 
in law to short call, the Canadian seourity markot 
is still so narrow, and thore is such a gomplote absence 
of loanable funds (other than bank funds) WAL ibis for 
the purpose of financing security purchases, that it is 
not expedient for the banks to treat as an immediate | 
reserve the funds invested at call in this country, and 
on occasion to withdraw them without notice (as is 
regularly done in New York). 

it is, accordingly, the practice of the Canadian 
banks not to treat as funds availabl. i>» :mnodiate 
use the monies that they lend at call in Cenada 3 but to 
provide for the necessary degrec of liquidity in their ban 
operations, by making the necessary arrangements elsewhere 

There is a plainly marked seasonal movement in the 
item "Call Loans in Canad.", which reaches a minimum at 
the end of July, and a woll-marked but short-lived 


scasonal maximum at the close of the year, 


6, INVESTMENT POLICIES OF THE BANK 

The investment portfolio of the bank comsists 
largely of Dominion government and municipal securities, 
with a relatively small holding of sundry securities, 


~ 


.-The bank!s investment policy is influenced by two factorse 


(1) ‘The bm wishes to provide omployment for funds 
am hand, for whieh other sutisfactory outlets 


arg not at tho time available. (This condition 
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applies mostly in times of reduced demand for commercial 

loans.) 

(2) The bank, as a rule, holds a certain volume of 
investments tnroughout times of tight money as well 

as in esy money periods.. (The Canadian bank's deposit 

business is largely on a time basis, and it regards 

itself as being justified in using a certain amount 

of those funds in high grade investments, that provide 

an attractive rate of interest..) 

AS an illustration of the first of these two 
points, it may be said that,. curing normal times, the 
size of the securities portfolio ineréases sharply during 
December on the following January, and is maintained 
ona scale greater than average from then onwards, until 
financing of the harvest movement again makes a eupinds 
demand upon the bank's resourcess.. 

In the same manner, there is 2 wide variation as 
between years of inactive business and years of great 
activity... The security holdings of the bank reach 
a maximum at or about the close of a depression, when 
they are always abnormally large. They tend to decline 
steadily during years of expanding trade, as the demand 
for commercial loans increases, and are apt to reach 
a minimum in the year of greatest activity. During 
the swing upwards, from stagnation of trade to great 
activity, the proportion of the bank's assets, which 
are invested in securities, app ars, as a rule, to be 
reduced by about ose thd vice versa. 

The second of the points enumerated above is 
illustrated by the fact tmt, even at the peak of 


business activity, so considerable a quantity of 
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securities still remains in the bank!s portfolios 

In addition to pure™.3 i¢ securities for its own 
account, the bank also deals in securities for gale to 
clients in two ways - 

(1) As an ordinary commission broker, executing 
orders for clients to buy or sell securities, 
for which a moderate commission is charged. 

(2) As underwriter or participant in originating 
syndicates on new isswes. (For the most part 
these issues are government 1c municipal 
‘bonds, and a few corporate ismes * the very 


highest grade.) 
7 - THE FINANCING OF THE HARVEST 


The greatest of the seasonal calls made upon 
the bank is thet which aris:s 4: connection with the 
harveste The bank participates on a large scale in 
the financing of the crop movement, pending the sale 
of the crop. 

Wheat is, of course, the most important of the 
commodities to be financed; but considerable sums are 
also needed, in the aggregate, for the movement of oats, 
barley, flax and ryee What is here said with regard to 
the financing of wheat is true, witl: roed limits, 
of the financing of serex cereals ag 

The farmer delivers his wheat to the  evator 
Company (or to the Pool, as the case may be) ee in 
most cases, either sells it outright or receives an 
advance upon ite This wheat is stored in one of the line 


or country elevators; and tho Elevator Company (or Pool), 
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in order to my the farmer, borrows from the bank, 
giving the wheat as security under Section 88 of The Bank 
Act, and receiving a demand loan therefor. 

From the line or country elevator, the wheat 
is moved forward to lakehead or to seaboard; and the 
security given under Section 88 is exchanged for terminal 
warehouse receipts, or for lake or rail bills of lading. 
In the case of a parcel destined for export, the bills 
of lading issued on the shipment of the wheat are 
eventually surrendered, against payment for the gram 
by the purchaser abroad; and the transaction with the 
bank is thus completed. 

The Winnipeg Grain Exchange provides the 
hedging facilities which are necessary, in order to 
protect borrowers and lensters against risk in these 
transactions. 

A considerable part of the crop is not exportec, 
but sold to milling companies in Canada; since, 
however, the financial procedure in connection with such 
wheat is essentially the same ag in the case of sales for 


export, it need not be separately described. 
8 - THE FINANCT G OFEXTERNAL TRADE 


As between the many countries with which the 
trade of Canada is conducted, and as between the many 
cormodities which find a place in this trade, there is, 
of ¢ourse, an infinity of difference in detail. In this 
place, however, it is only necessary to assemble the 
main considerations which apply to the Dominion's external 


trade as a whole. 
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Since there is no market for bills of exchange . 
in Canada, or for bankers' accoptances, the general 
practice in the case of export trade st for the exporter, 
whether of cereal products or of any other commodity, 
either todraw upon the consignee and sell his bill 
outright to the bank (in which case it will neg atiideed 
to London or New York, as the case my be, for collection 
at maturity, or for negotiation), or to borrow against 
the security of the bill of exchange, which, in either 
case, comes into the possession of the a Or agatr-, 
the arrangement may be that the consignes abro..d opens 
a credit with the Canadian bank in favour of the 
Canadian exporter, and in this last-named instance also, 
the exporter secures payment from the bank after con- | 
signing his goods, upon surrender of the bill and 
documents. 

Conversely, in the case of payment for imports 
into Canada, the importer may purchase from the 
Canadian Bank a draft in favour of the consignor abroad; 
or he my borrow on the security of the goods imported, 
or upon his general credit, and remit; or, by arrangement 
between the Canadian consignee and the consignor abroad, 
a credit my be established in the Canadian bank in favour 
of the consignor, who will in that case drs upon the 
Canadian Bank (either at sight, or with a sp» cified time 
limit) and either sell the draft with documents to a 
branch of the bank abroad, or sell it to his own bank, 
and leave the final settlement as between his own bank 
and the bank in Canada. 

In this connection, and for such elucidation 


of detail as may be desired, it is only fitting that 
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reference should be made here to the handbook, "Financing 
Foreign Trade", by Mr. Graham Towers of The Royal Bank 
of Canada, which is published by that institution. 

It ghould be added that, by means of its 
branches abroad, the Canadian bank is endeavouring at all 
times to foster Canadian trade; and that, through these 
branches and otherwise, it has assemblc* nd keeps up to 
date a large body of credit information, nic: is at the 


disposal of Canadian exporters. 
9 - PROVISIONS FOR EXPANDING CREDIT AT NEED. 


Previous to 1914, the only provision for the 
internal expansion of credit in S:nada was that con- 
tained in The Bank act, Section 61 (16), which provided 
for a seasonal expansion in the bank note issue, during 
the period of crop movement. 

At other seasons (or during the harvest 
season, if this provision should be found insufficient), 
it was necessary to import gold from abroad, obtaining 
Dominion Notes therefor, and so to broaden the basis 
of the currency. 

This might be done either by conv: “Lion 
of a part of the bank's resources in New York i1to gold; 
or by the sale in London of clean bank bills (to be 
financed at maturity through the shipment of grain bills 
from Canada), which mde possible the purchase of New York 
exchange with funds obtained in “ ndon, and tle conversion 
of the New York exchange thus obtained into gold, for 
remittance to Montreal or Ottawa, and for subsequent 


conversion into Dominion Notes, as above. 
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Since 1914, the provisions of the Finance 
Act have been available; and not only have these obviated 
very largely the necessity for financing movements of 
gold as described in the last preceding paragraph, but they 
have also, to no small extent, taken the place of the 
provision for excess bank note issue during the harvest 
season, to which reference has already been made above, 
in connection with Section 61 (16). 

The procedure under The Finance Act is exceedingly 
simple; and, from the standpoint of the bank, it is admirati 
convenient 

In accordance with this legislation, the bank 
applies annually to the Treasury Board for a credit, 
against which it undertakes to pledge securities of the 
character specified by The Finance Act. These securities 
are lodged with the Receiver General of Canada; and ths 
bank is thereby enabled to obtain Dominion Notes, when- 
ever it requires a temporary enlargement of its cash 
resources. 

These are normally requirod in Montreal, which is 
the domicile of the central clearing fund. If, on the 
other hand, they should be required in Toronto or elsewhex« 
they can immediately bemade available, upon telegtaphic 
instructions from the Receiver General in Ottawa, at the 
office of the Assistant Receiver General in the Province 
concerned. 

Or again, if additional Dominion Notes of small 
denomination should be needed elsewhere in Canada 
(either for ordinary use as till money, or to meet a 
local "run"), it is possible under this system for the bay) 


either in Montreal or Toronto (where most of the Dominion 
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“notes of large denomination are stored in vaults,) to de} 
with either of the Assistant Reécivers Général stationed 
in these @ities logal tender notes -f &5°,000 ana upward: 
receiving in exehange, from the ussist:.ri toceiver Gener 
in the Provinee Bonbasid ne the branch whien roquires the 
additional cash rosdurces, a corresponding amount 6f 
Domihion Notes of small donomination, 
it is aiffioult tc conceive of an arrangement 
more clastic than this, or of one which would in practic 


opernbo more smoothly, 


LO ~ THE, BUSINESS OF OVERSEAS BRINGHES 


At thost of thé branchos which the bank matataing 
abrond, the natuke of tho business transacted is the sam 
os in its Canadian bibhches; i.c., subjodt to thé Laws — 
of the country in whidH the branch is located, deposits 
ate adcepted from the public, «i:°¢ loans are tinde to 
agrictilturaolists, manufacturers, t..20- nd others, 

Normally, whether in good times or ond, the 
aggregate of the deposits in branches abroad exceeds the 
aggregate of the curront loans made by these branches, 
Sometimes the ageroento of the deposits exceeds the 
combined total of call ord current loans abroad; but (as 
will presently be scen) this is not invariably thé case. 

Zt is, of coursd, unlikely that in any given 
country beyond the bordors of Canada, in which the bank 
naintains pranchés, theré will normally be close 
cérrespondence between the aggregate of deposits and bho 
ngerezate of current loans, The same problem arises, 


of an excess of funds from depositors seeking an 
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outlet on the one hand, or of an excess of legitimate 
demands for loans over funds from depositors on the 
other hand, against which provision must be made. The 
bank accordingly maintains an arrangement, by means of which 
funds received from an excess of deposits in one country 
may be made available in another country to finance an 
excess of legitimate demands for loans; the whole of the 
transaction being concluded, without making any drain 
upon its banking resources in Canadas Clearances, as 
between branehes of the bank in different countries 
abroad, will be made either through New York or through 
London, according to convenience. 

In New York (which, both as the financial 
centre, and as the t rade entrepot of the North American 
continent as a whole, has a special importance for the 
Canadian bank), the conditions are somewhat unusual. By 
the laws of the State, the operations of foreign banks 
(including those of Canada) are somewhat severely 
restricted. The Canadian “ank in New York does not 
compete for deposits with other banks; it is not 
permitted to accept deposits from customers domiciled 
in New Yorke On the other hand, the New York branch 
of the Canadian bank does render a great variety of 
services to the institution as a whole -~ services ahaen it 
would not we possible to obtain as adequately, from a 
correspondent pank » 

Through the New York branch, money is put out on 
stock exchange collateral, at sharp calle While the 
interest return on such business is, as a rale, relatively 


low, funds are invested in this manner with entire 
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safety; can be converted into cash almost instantly; and car 
accordingly be consideredas, in effect, part of the cash 
reserve of the Canadian bank - but with this important diffe 
ence, that they are revenue-producinga 

The Canadian bank accordingly makes it a practice, 
under normal conditions, to maintain a part of its assets 
in the form of ml1l loans in New Yorke. The amount so 
maintained is subject to considerable variation, and for 
several reasonse In the first place, the rate of interest 
to be obtained varies very considerably); and from the 
standpoint of earnings, this is & consi‘icratiens In -the 
second place, the balances held in New York, by branches 
of the Gok beyond the limits of the American continent, 
fluctuate widely from time to time. In the third place, 
if funds sare quickly required in Canada, for any purpose, 
the conversion into cash of losns st sharp call, and 
purchase of Canadian funds with the proceeds, is the 
quickest method of bringing in such funds from abroad; 
while on the other hand, at times when there is a sudden 
accumulation of cash at branches of the bank in Canada, 
which is likely to militate against the bank's earnings 
(as after the harvest movement for example), the readie st 
means by which such cash resources (in excess of those 
actually required for the conduct of the ronk's business 
in Canada ) can be converted at a moment'- netice 
into earning assets, is by lending them at call in the New 
York money markete 

In addition to the banking operations conducted by 
the branches abroad, these branches (as has already been 


mentioned) undoubtedly facilitate Canada's export trade. 
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It should be added tmt they also facilitate the bringing 


into Canada of new industrios~. 
CONCLUSION 


In the foregoing pages, an endeavour has been 
made to describe objectively the workings of the Canadian 
banking system, in at least some of its maim aspects. The 
task has been deliberately limited to one of description. 
No attempt has been made, either to point out im- . 
perfections in the system, with regard to which the 
bankers might wish to make representations ; or to defend 
the system against criticisms which have been passed upon 
it from time to timey by critics who are not themselves 
bankers . 

At this pointy howevers a single broad generalization 
may perhaps properly be made on the system, as it serves 
the commercial needs of the country: to theeffect 
that, as the result of the many changes which have been 
mage during the past two generations (changes which have 
already been dés ribedin another memorandum placed before 
the Royal Commission), it has provided Canada with a 
financial structure which is at the same time extremely 
strong, and singularly flexble; with a structure well 
adapted to the needs of a country, whose interest in 
external trade is second to that of no other, noteven 
excepting Britain; and no less well adapted to the 
needs of a country, which has for centuries been 
pushing its frontiers westward and northward into the 
wilderness, as it must continue to d for many years to 
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THE CHAIRMAN: Wellj that will conciide the 
first public sitvuing of this Commission, and we propose 
to adjourn now to half past two o'c}ock, when we will 
meet with the Bankers' representatives for the purpose 
of obtaining some additional information on technical 


topics which are not of generel public interest. 


-- O == 


he Commission adjourned at 12.55 P.M. 
to resume, in private, at 2.30 o'clock P.M. 


(Page 120 follows) 
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Parliament Buildings, Ottawa, 
August 9, 1933. 
The Commission met at 11 a.m. 

THY CHAIRMAN: This morning we have the advantage 
of the attendance of Dr. Clark, the Deputy Minister of 
Financee He is good enough to assist us by placing 
before us for purposes of record the various enactments 
relating to Canadian Banking and other official material 
which it is desirable we should have. I have no doubt 
that he will be able to give us an exposition of the 
special relations which exist in Canada between the 
government department of which he is a member and the 
banking systeme It would be very useful I think for us 
to have that before us as there are some specialties in 
the banking business which are unique. It might be 
well, Dr. Clark, for the purposes of record if we had 
in the first instancge the advantage of knowing of your 
previous experience. Would you be good enough to tell 
us what experience you have had in dealing with financial 
matters, both theoretical and practical. 

MR* CLARK: I was Professor of Economics at 
Queens University for a number of years. Later I was 
engaged in investment banking in Chicago and New York, 
and since November last I have been Deputy Ministor of 
Finance. 

THE CHAIRMAN: May I take it that the deputy minis- 
ter under the Canadian constitution is « psormcnent 
ofrfictal? 

MR. Clark: Yes. 

THE CHAIRMAY: Taking prectically the same part as 


the Undsr-Sccretary of State takes with us in our con- 
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stitution? 

MR. CLaRK: Quit: so. 

THE CHAIRMAN: You will voursclf be in < posi- 
tion to knov how best you can assist us. Have you 
prepared any documents or ere you proparcd to procecd 
by way of question and answer? 

MR. CLARK: I heve a number of doduments and 
statements thet I would likes to prcosent with porhaps 
én oceasionel comment. 

THs CHAIRMAN: Take your own wey ond take all tho 
time you want, snd if we want informetion on any topic 
as you procecd we will ask for its 

MR. CLARK: My Lord and Gentlemen, you have askad 
for « stxtomcnt of the contacts betwocn the govarnment 
end the banking end monetary system in Cronead:. These 
contncts, it scoms to me, can bs classificd on the basis 
of the functions which cre assigned by the Bank 4ct or 
other statutcs to the Governor in Council, in thc first 
placs; in the sccond ploaco functions thet are, assigned 
to the Troasury Bocrd; and thirdly, the functions that 
ers cssigned to the Department of Finance or to the 
Ministcr of Finance, 

Te CHAIRMAN: “Ure youry,c bie ito ssupphy. us. with 
copics of the orecis so thet’ ver can follo? it ab you 
proc2cda? 

MR. CLARK: I-anve one or two copices. I will 
give you one sect of this material, my lord. 

THE CHAIRM.N: Arc copies available for the other 
memb«rs? 


MR. CLARK: We havc not had time. 
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THE CHAIRM.N: “lo will get them reproduced so 
thet they mcy be availcble. 
MR. CLARK: First I wish to present a statement of 
the functions of the Govcrnor in Council under the Bank 
Act: 


FUNCTIONS OF GOVERNOR IN COUYCIL 
UNDER THE BANK ACT. __ 


Under the Bank Act the folloving functions cre 
assigned to the Governor in Council: 

1. To fix the rate of intercst, not execcding five 
per eccnt per annum, to be paid by banks to the 
Minister on “excess circulation”, as defined by 
subsection 16 of section 6l. 

THE CHAIRM.": Whet you call tho “excess circula- 
tion” is ithe) LS) por ‘ocnt’ mergin which is permitted for 
s¢easonal fluctuctions? 

MR. CLARK: Ycos. Continuing with the stnteoment: 

Re To appoint, on the recommendation of the Ministor 
of Finance, the Inspector General of Banks,~nd to 
fix the snlary to be paid to ‘such officiel...” (Scece~ 
tion 56.) 

ne To approve, upon recommendstion of the Treasury 
Board, cercoments for the purchase of the asscts 
of © bank by another bank. (The procedure to be 
follovod in this 'conrnection is dsid’ down by Soctions 
99 to lll inclusive and the spprov:.1 of the Governor 
in Couneil 3s the finel formelity nocess ry to give 
full offect to the sale and purchns> of the asscts 
of = bank. Under section 104 apnprov J of the 
agrcement may ccrry with it approvel of any in- 


crease in the eapitcl stock of ths purchasing bank 
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meade necessary to provids for the paymont of tho 
sheres of such bank to the sclling brnk.) 

THE CHAIRMAN: It is under that systom that the 
vorious reesnt morgers herve tekcn placc? 

MR. Ci:RK: Yos. 

COMMISSIOVYER LIMiN: Can you authorize an inceresso 
of capital of the purchasing bank beyond the authorizcd 
eapitel in the charter of that benk? 

MR. CLARK: Wot boyond ths authorizcd cnrpitsal in 
the chartcarcofl the banke.. If. .I may continuc: 

4e To detcrming, on the report.-of the Trcasury 
Boerd, thowmatenineCan-dian currency, at. which 
benk notes issu2d "in any British Colony or 
possession other than Cconeda” shall circulate 
as forming part of the totnl smount of notcs in 
circulntion of tho bank, and the rate at which 
doller notes of the currency in use in such colony 
or possession shell be redcemcd in the cvent of 
a bank ccasing to have a branch or agency therein. 
(Section, 62.) 

That is not so important as it scems to sound. It is 
primarily for record ond tax purposcs. Continuing the 
statement: 

De To dircet payment, on the rcport of the Treasury 
Board, of claims to monics paid to the Ministor. 
as unclaimed upon the winding up of the business 
of a bank. (Soction 115). 

Be To direct, on the report of the Trsasury Bonrd, 
ths romission, or pryment to any person, of 
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violation of the ict, (Section 168,° 

THE CHAIRMAN: Constitutionally the Governor in 
Council really means, I suppose, effectively the cabinet, 
does it not? 


Ty. 


MRS GLAPKS 3.0% » 

THE CHATRMLN: Sho >. tapnor, of course, is a con- 
stitutional person and acts on the advice of his minis- 
tors for the time being? 

MR. CLARK: 198, 

THE CHAIRMAN: So this really means in cffect that 
these functions are assigned to the government of the day? 

MR. CLARK: Yes, Those are the special functions 

assigned in the Bank ict to the cabinet. 

THE CHATRMAN: Lt Pollow you, 

MR. CLARK: Turnine to the tr -sury Board and its 
functions, I have first a statement aeout the Board it- 
Soir 

THE TROLSURY BORD 

The Treasury Soard consists of the Minister of 
Finance and five other ec vinet ministers nominated 
from time to time by the Sovernor in Council. At 
present the five nominated members are the Minister 
of Justice, the Minister of Trade and Gonmmerce, the 
Minister of Railways and Canals, the Minister of 
National Revenue and the Minister of Marine and 
Fisheries, The Minister of Finance acts as Chairman, 
and the Deputy Minister of Finance is the ex officio 
secretary. 

The Board acts - I quote fr she /.0t = "as a 


committee of the King's Privy Council for canada, on all 
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matters relating to finance, revenue and expenditure, 
or public acéounts, which are referred to it by the 
Council, or to which the Board thinks it necessary 
to call the Attention of the Council", and has "power 
to require from any peti tins Aepiadime nti: board, officer 
or other person, bound by law to furnish the same to 
the government, any account, return, statement, docu- 
ment, or information which the Board deems requisite 
for the due performance of its duties." 

Both the Bank Act and the Finance Act assign 
to the Board important functions in connection with 
the operation of the Canadian banking systems 

THE CHAIRMANS Thet really means thet the cabinet 
selects five of its ovn members as the Treasury Board? 

MR. CLARK: Yess 

THE CHAIRMAN: The Minister of Finance acts as 
chairmrn of the Treasury Board, I observe, and you act 
as ex-officio secretary. Naturally he would be the 
dominant person in that committee. It is a comnittec 
of the cabinet in effect? 

WR. CLARK: Yes. 

THE CHAIRMAN: Again stating it in language with 
which I am more familiar, the Minister of Finance is 
really the Chancellor of the Exchequer of the Dominion? 

MR. CLARK: That is true. Under the Bank Act 
a number of special functions are assigned to the 
Treasury Bonrd.. A muimber of them are of minor techni- 
cal importance: I shall read a few, end then I shall 
refer more particularly to the Finance Act func tions 
of the Bonrd. Under the Bank Act the functions of 
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Bonrd are as follows: 

To dcterminc whether or not the requiroments 
of the ..ct havo becn complicd with by newly incor- 
porated benks, with full -uthority to pass upon 
their cpplic’ tion for psrmissiopn to commences busi- 
ness, (Sections 15-17.) (Ths approvel of the 
Treasury Bonrd to the resumption of busiress by 2 
suspended b-nk is also ncecessery - Scction 140.) 

To pass upon applientions Tore thc approval or 
sharcholders’? by-inws ineroessing the eapitel stock 
of a bank. © (Section 32.) 

To "deal vith epplicatlons: for the: ipproevol of by- 
lews reducing & bank's ec pitcl stock, ~(Soction 34.) 

To relosse, subject to the provisions: of this 
soction the emount at ercdit of « bank in the Bcnk 
Circulation Redomption Fund if such bank is wound up 
"by ronson of insolvoncy or othcrviso." (Scetion 67.) 

To mako rules and regulations with respect to the 
payment out and receipt of smdunts duc the Bank Cir- 
culction Redcmption Fund, the accounts to be kept 
thercof znd ene mansgement of the fund genorally. 
(Soction 68.) 

The Bohrd may make regulations providing for the 
disinfcction and stcrilizction of behk notcs (and 
Dominion notes) before roissuc thercof to the public. 
(Scetion 71.) 

To er-nt oxtonsions of tims for the holding. of, 
real cst:te not required for = bank's own uSGy peor 
vided tho «hole pcriod durirg which such prop rtiss 
my b> held docs not oxeccd ticlve yorrs. (Scotion 62.) 
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To prescribe regulations under which m arterly 
returns of interest and discount rates charged by 
the banks shall be submitted, (Section 91.) 

7 To pass upon applications for the apm oval of 
agreements for the purchase OFT? Vee eve ror a bale 
by another bank and, if approved, +9 recommend to 
the Governor in Council for finel. approbation. 
(Section 106.) | 

To review and, if approved, to recommend to the 
Governor in Council the ha en ee claims to monies 
peid in to the Ministcs .s unclaimed upon the winding 
Up of “thse business of a benk, (Section eee ie 

To deal with applications for the appoval of by- 
lays, rules and regulations of the Gariediean Bankers’ 
Association, orany amendments or ‘repeal thereof, which 

by-laws, rules and regulations shall ete no force or 
effect until approved by the Board, (Seetton 124.) 

To report to the Governor in eet upon the 
advisability of the remission, o” Apymonut to any person, 
of. penalties imposed upon "e bank “o'° person Tor any | 
violation of the Act. (Section 168.) 

Turning to the important functions asstgned to the 
Board by the Finance Act verticularly, thé Board is 
‘charged Specifically :ith responsibility for determining 
the rete of interest to hb yeild by the banks upon ad- 
vances made under tie Act, and is empowered to make 
regulations with regard to suon advances, the terms . 
and conditions affecting the deposit of securities and 
all other provisions necessary to give effect to the 


provisions of the Act. 
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While ths Finance Act was mentioned yesterday, it 
might be desirable now to give a little more detailed 
statement in regard to its history and its present opcra- 
tion: 

Historical Resume 

The origin of the Finance Act datcs back to the 
emergency measures adopted at the outbreak of wary 
In the early days of August, 1914, many “runs” upon 
the banks took place throughout the country, with- 
drawals of gold in Montreal and Toronto were par- 
ticularly heavy and in general an atmosphere of 
incipicnt financial panic prevailed. On August ord 
an order in council was passed providing, among other 
things, for advenecs to be made to the chartorcd banks 
and to the savings benks to which the Qucbce Savings 
Bunks Act applics in the form of Dominion notes 
ag.inst deposits madc by the banks with the Minister 
of Finance of such securitics as might be approved by 
the Ministcr. At the sossion of parliament held in 
the month of August, 1914, the first Financc Act was 
passed; it confirmed the issuc of notes mada under 
the provisions of the said order in council and pro- 
vided for cuthorizetion by proclamction of similar 
advances in case of war, invasion, riot or insur- 
rootion, real or apprehended, and in case of any 
reocl or npprehended financial crisis. 

Such proclamation was issued on Scptombor 3, 
1914, end, honcoforth, throughout the war and tho 
post-war period cxtonsive usc was made of the Act. 


The following tabulation shows the maximum advanccs 


hee ve Sete 
_teBroteey saead aw tek ‘oom PE odd t >. ae F | | 
Be ett’ ‘OtOm aceant a erty fs ea matderseos tl 2 


Ke i 
Ly + 
We a 

{ 


es Whig 

ott ot Head egtab four oon ot ott! to. pigitro oct en, 
«taw-to dae udieo ante te ‘bosqobs aotweson worestome.... 7 ve 
rodu: “Brute vera al 7 a steer ta eyab vites ond #T 


ls 


it Pag ovinnes ont dirodtgvonat ‘eonde 1003 axed est 
~~ one otnowot bee isetdncw nk bLog to efoworh 


20 ot ng Bg Lottonog af Bs ne vse: vinedwots 


brs davigek AO: solisvetg ofeog Lniononht trophont. 
i} ar) 
: tatito Aeroms i, ee boetiad Bark Leone ie toht0 ws y 


adead Barodiate odd ‘oF ob: ary oF aowrevies 0's 


esridd | 


vanivog eodonp od foksw oF asinsd eativas add ot Bas’ ~, 


aOTon NOkbgod to arc? one 2 setiqen tok pale = 
tofeini of3 utiw edined edy ve ney &d feogad tarl.3n oe) 
e . 
YS DHEvorsns OG Vigne ae ack? intiosa shotie. t9 oaman ih oS ne ‘ 


af Dion teomeifaog Yo qoleaou dF th. prode le kM ade 
Sow SoA oraHE Fevit one tet tenga to dtrom ott ih 


‘obey sbham-eeten to oveekt ait hose ltaca: F2.5 hoseag: 
“ote Gtx Ltonoo «Fk sobte Bie of? Yo 'amotetvoxg add 
i. Da 


ralim=e X09 eS pena sfopye. 3 yd roktasiacodtes <ot bobiv 

~ reheat £-46 toa tolan wink 4 tae to e790 et goonnvba a 

~ YA ‘to S3fn9 mi Bra deci TO Laon 4 soltocs 

| -eleise: iatonomdt 6 es 10 from 

: eo cede dg08 no He bead anw wotiannte Arh - ri 
; ont Bae the ont Wwodguont tapas a Roaueel i ioe 

ton ont ‘ho obam 8 oN oan eviencdize Datog 4 ~t80% 3 

aoonnvba mua b enum ait erota mottal: 


' 


- 15% »* 


made under the Act. in each of the first ten years of 


, 


its eperation, 


Maximum advance 


Month © : ee in each year 
November 1914 $ 12,767,500 
January 1915 _ 10,720,000 
Februery 1916 “un get show 
October 1917 52,170,000 
November 1918 116,500,000 
November 1919 -/ 112,957,000 
November 1920 123 ,689 ,025 
January 1921 ae pd 07)" SGN ait 
January 1922 | uV {619' 2070 

October 1925 40,020 ,000 


These amounts Bs SG Hedin: Emus outstanding at Oe 
end of any particular month. Continuing with ia eekee 
ment: | 
| An Act pesse4 i 1919 provided for the contin- 
uance in force of. the proclamation made on September 
3, 1914, "until two ycers after the conclusion of 
peaco on termination of the present var." This’ 
explains the continued operstion of the-Act until 
1928. | 
Apparently because of the extensive use which Has 

been, and was being, meade of tho Act, it was decided 
in 1923 to make the’ Finance Act mechanism a permanent 
feature of our €phencial system. 4n introducing the 
new legisletion, Mr. BLeléing, the spon“ rnance 
Minister, made the following brief explanetion of 
its purpose: | 


"The Act. (Finance Act) was adopted as a 
war measuro, ond no doubt was exceedingly 


useful in the financial operations during 
the wer. i. muy be said that the war 
being over we -. Longer have any need 
for the act, but vxverience has shown 


that the act is still required; indeed, 
I am inclined’ to think that something of 
the kind will have to become almost a 
permanent pert-.of our financial system," 
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The Seoate in the house was very short, but there was a 
| statement by. Sir Henry Drayton eoonovane in somewhat the 
same language the statement tnat vac made by Mr. | 
‘Fielding. | | | 
COMMISSIONSR LYMAN: And ‘Sip Henry Drayton at that 
time was representing? ; 7 : 
MR. CLANK: oP had been Minister of Finance in 
the previous Eon een ee hon, ee this particular o¢- 
casion “he was speaking as the finenciel eritic of the 
opposition. " | | 7 
COMMI SSTONEK LEMAN: That is what I warted to bring. 
‘out, that both perties took the seme view. 
THE CHAIRMAN: Yon-contentious. 

4 MR. CLARK: The debate was not long, covering only 
| snvee or four pages. in Hans-rd. Continuing with my 
Statement: | 
- This Finance Act of 1923 provided that at any 

time rhen there is no proclamation in force. under. the 4 
authority ‘of . ‘the Finance Aot of 1914, the Minister of 
Finence may make advances ye the chartered: banks and : 
to the savings banks to which the Quebec Savings Bank. 
Act applies by the re of Dominion notes upon the - 
pledge: of approved securities deposited with the 
Miriister. " The act gives a list of oroved securin. 
Eee enks As a new feature | e- limits the dura- 
tion: of “advances to one year, and euthorizes 
the Treasury Boerd oe bx the rate of interest and 
' make regulations with regard to advances, the Lisvima 
and conditions affecting the deposit of \sécurities and 


all othor provisions necessary to give effect co tne. 
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provisions of the Act. 
The Acts of 1914 and 1923 are consolidated in 


Chapter 70 of the Revised Statutes of Canada, 1927, 
SIR THOMAS WHITE: Does the preamble of that act 


indicate the purpose for which the advances shall be 


used or obtained? 


MR. CLARK: Do you mean the 1923 Act?. 

SIR THOMAS WHITE: Yes. 

WR. CLARK: I think not, Sir Thomas. 

HON. MR. BROW NLEE: Have you copies of the differen’ 


acts? 

MR, CLARK: 1 will submit them. 

Stk THOMAS. Fulie. °Aat I had in mind was this. 
Whether it’ is in the prenanbe Lor noe «Lt was certainly 


considered at the time that the purpose of that Act, was 


to enable the banks to meet the agricultural. and commer- 


cial needs. of the community; in other words, that the 


? ‘ 
/ , 
‘ } 
Da 


advances obtained under the Act would not be used, for 


exemple, for the purpose of financing let us say specula- 


line / ; 
tive investments. ai! hue 


THE CHAIRMAN: Is the purpose stated in the original 
Aot? ais ; E 
/ MR. CLARK: It may be there, us I do not think the 


‘purpose is stated in that particular way in the preamble 


ee that act. 


THE CHAIRMAN: That rather re-emphasizes what I . 
‘said yesterday, L am vay anxious to see the actual 
statutes in the form in wo‘ch they were: successively 


pessed rather than in the consolidated form. 


WR. CLARK: There are tro sections, sedtions 13, and 
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14, referring to advances based on commercial bills, so 
to speak, where reference is made to a purpose. I will 
read section 15: 
| ' The bank shall Satisfy the said trus- 
tees before an advance is made by the 
Minister that any promissory notes or 
bills of exchange described in para- 
graph (e) of section five of this Act, 
offered in pledge, have in fact been 
issued or Bedi or the proceeds have 
been use: or are to;be used in the 
first, ine. “ne, in producing, pur- . 
chasing, carry? ‘ng or merketing grain 
or goods, wares and merchandise 
within the meaning ot these words in 
the Bank Act. 
Now, if bi may .continue, a word as to operation: 
Operation | 
Advances under the Finarice Act are authorized 
by the Treasury Board on the formal application of 
the bank; enumerating ie securities to be tendered 
as pollateral: The application, a copy.of which is 
attached , is in the/form prescri. d by the Treasury 
: ¥, 
Board. As.all ajvances under th: Finance Aet bee - 
“come due on May lst of each year, it has come sto be 
the practive for the banks to submit to the Treasury 
Board, just prior to that date, their applications 
for the authorization of advances to cover Se aa 
or pose tute ore nuts during the whole of the. 
ensuing year, tncluding the renewal of outstanding 
amounts. ' By Treasury Board minute, authorization 
is given for advances to the several banks of such 
amounts as the Treasury Board may deem edvisable. 
This was a sort of standing credit or maximum authoriza- 


tion. Continuing: 


This practice, however, does not preclude a bank , 
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from making during the course ci the year other 
applications which changing conditions may require 
nor does it prevent the Treasury Board from lower-_ 
ing the standing credit or maximum authorization 
allowed to any Lers 'f such reduction should be 
decmed desirable. | 

The formal application contains a schedule: 
giving a description of the securities to be de- 
posited, the benk's valuation of suéh seaurities » 
and the valuatien placed upon them by the Treasury 
Board as the basis for the advance... According to 
a Treasury Board minute of May 23rd, 1955, the margin. 
by which the different classes of securities may 


exceed the amount of the advance are as follows: 


Type of Security » hergin Required | 
Dominion of Canada securities None 


Securities guaranteed by the 

Dominion of Canada, British 

Government securities and. 

Short term provincial seaurities 

and public securities of the 

Government of wns ~aited 
States i 10% of market value 


Other. securities of or 
guaranteed by provinces 15% of market value 


Canadian municipal secur- , 
ities 20% of market value 


Assignments secured by docu- 

ments c lowing grain,. flour, . 

cereals and feed 25% of the amount of 
* the, loan 


Commercijl paper endorsed by 
the banks to the order of the 
Minister of Finance 25% to 35% as the 


Minister may detet- 
mine. 


The valuations submittec * y the banks are check. 
“by departmental officials agatact current market 


quotations and such other information as is at their 
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disposal, including the valuations placed upon insur- 
ance, trust and loan covpanics! investments by the 
Superintendent of Insurance, The Minister of 
ELaancs may also request the trustees of the Central 
Gold Reserve to make a valuation of and vopene 
mendation as to the amount which in the judement of 
the trustces may properly be advanced on any deposit- 
ed socuritics, 
Within the scope of the authorization given by 
the Treasury Board and upon deposit and pledze of 
the approved securities, the Depar*’scnt makes loans 
from time to time upon the writton »%x telscraphic 
request of the bank, Advances may bo mace at Ottawa, 
or at the office of any Assistant Necoiver General, at 
the bank's option, In practice, all of the advances 
areonow madcocat  honires Ly 
SIR THOMAS WHITE: don you speak of practice, are 
you going to tell us as to the class of security that is 
actually lodged for convenience? «is I understand it, 
you do not get many conrmodity bills authorized as col- 
lateral, but the banks heving very large amounts of 
government securitics bring them to the Department of Finan 
and pledse thom for convenience, and the advance is really - 
upon them for the most part. I do not suppose you have 
many advances upon the security, lot us say, of 
commodity bills, 
MR. COARKY I think It is true boat we have not 
made any such advances since 1926 or 1927, I think 
1926 was the last year, 


STR THOMAS WHITH: In other words the banks have 
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always had sufficient government securities to lodge 
them, no matter what: purpose Rey might have in view or 
for what Barbee the money eee be used. If they 3 
borrowed upon government securities, that does not s 
serily mean thet they borrowed the money. to buy hehe 
ment securities at all, but at was for the purpose of 
making ‘the banks liquid for the ger vrsl commercial pur- 
pos es of the bank. That method is cpposced to tne method 
“in Great Britain of taking commodity bills. Is that | 
ee a 

MR. CLARK: Quite SO-6 

THE CHAIRMAN: Ana they take up to the full 100 
per cent of Dominion gov; --ront S eourities? | 

MR. CIARK: Yes. Those figures will be i ole ap 
_to you in detail. hy recollection is that of the. 
$220, 000 ,000 of securities now deposited, $150, 000 ,000 
or hore are Dominion government. securities . 

, SIR THOMAS WHITE: And the others are provincial? 

. MR. CLARK: Well, provincial and C.N.R. 
/  §1R THOMAS WHITE: As opposed to commodity bills? 
tus MR. CLARK: Yes; no commodit: bills at the present. 
‘dime. | 


/there are any in the country? 
: ie : : 


SIR THOMAS WHITE: Any bankers! acceptances if 


MR. CLARK: None at all. To continue with the 
Statement: 
here, .28 tsfrequent: «nine case, securities are. kept 
on deposit with the departinont, savdnees ave obtain- 
able immediately. As soon ns an advange or a repay-— 


ment is made, the department is advised by telegram 
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‘and the receipts are sent forward by mail. Should: 
advances in'excess of the standing credit be re- 
‘quired, special epiitient tah sss be made to the\" 
Department. 
| The form of pledge agreement to be sites 
with the collateral is prescri. by the Treasury con 
Board. (See Appendix mam.) on the form are 
on printed regulations, terms dnd conditions appli-. 
‘cable to all advances under the Finance. hot, cover= 
ing such matters as rate and peyment of PRED esh 7 
‘repayments, relesse of s ecurities and procedure on 
default sj. Provision ie also made for the repayment 
of all advances by the lst of May following the ad-. 
vance. | in | Me | 
As already stated, interest upon Finance Aot 
7 advances. ts omens at such rates as are ‘fixed by: 
the Pree eny Board and aa collected. oe ae at the. 
end. of May, August, November and February in each 
years. | | 
tant: 1914 the rates of interest have ‘varied as 
| follows: | } | | | 
hathiode ou un yugl /aRaee, oe 
1914 to Novemb er 1,1924 ae Ghee that under terms. 
of ".order: in connet Lorie 
October 20, 1917, when 
Imperial Tpeasury Bills 
were deposited the author~ 
ized rate was 32h. 
COMMISSIONER LEMAN: 1 note ‘that you use the 
expression Soma fn-council." ‘Should it be order in 
council or Treasury Board, | | 3 3 é i 
MR. CLARK: When the order in council of October 


was passed, 
20, 1917,/providing £ for the deposit of may enret Treasury 
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Bills as appr oved security, the rete nas 3 per cent 
against that perticuler deposit. be ‘y ; 
COMMISSIONER LEMAN: Thet mut have been. con= 
“ptrmed by the Treasury Board. 5 
THE SECRETARY: The first hot. provided that. ee 
pate of interest should We, fixed ad the SQneRn aR in 
- eouncil. | int ay 
. COMI SSI ONER LEMAN: I poried to have that point | 
made clear. . iis 
- SIR THOMAS rHIDE That was fu.~ the purpose of 
_ providing money for. the. Tmpersal government Seaman 
lodging of Imperial government securities, for the pur- 
chase: of munitions end foodstuffs ‘in Canada SHnae ime 
ware | 
| MR. CLARK: Cont. ‘rs ‘Mth the table showing the 
Paes of interest Since 1¢14¢: ; : | 


Beriod - . ie ia 


November 1,1924 to Nov.1,1927 . 43% 
November 1,1927 to Decl ee 4% 
December 1 "1927 to June 8,1928  - 350, 


June 8,1928 to September 1,1928 5% except on advances © 
against 4% Treasury 
notes when authorized 
rate was 33% 


‘September 1,1928 to Oct.26,1931 42% except on advances. 
| ‘against 4% Treasury 

notes when authorized 

- +9 was Sah « : 


October 26,1931 to May 2,1932 sf 


Mey 2,1952 to May 1,1933 32% except from October 

; ae 168 ,1952,t0 November 3, 
1932, vhen on advances 
secured by 4% Treasury 
Bills: dated October 15 
1932, the rate was oie’ 
and from November 1, 
1932, on advances se- 
cured by 4% 2-year 
notes dated. November 1, 
1952, when the rate was 
3%. Me 
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May 1.1933 to date | 23% except on saxienoee secured 
by 4% 2-year notes dated 

November 1, ies for which 

' the wate is 3 
dabetimtacs 
Attached is a statement showing the advances 
| under the Finance Act -- High and low by months -- from 
' the :lst of January, 1927, to date; also a statement 
showing the daily average advances by months from the 
same date. 3 | | 
— Sin. THOMAS Wills: tho recommends to the Treasury 
Board -any change in pate? if 
MR. CLARK: In practice I wo.i< sav that such 

~“pecoinmendation vould be made by the Minister of Finance. 

SIR THOMAS WHITE: Ie there anything ‘te show the 
considerations that have eeiaenced the Hadstaks or the 
Treasury Board at She + ine - to the rate?) | 

WR. CLARK: There *. nothing to’ shor except the 
record itseie of the changss that have been made from 
time to time’ ‘during that period. That is the only. | 
evidence you have as to the considerations wien ‘ebtece 
the peeed ine Beards . ly : 

_ THE CHAIRMAN: I think there is a number of points 
on which we want to inquire pretty closely, and there 
may be somé matters which you wish to give us conf iden- 
‘tially. I think one would like to have free ae alt the 
scheme, and then we might ask yog ' 4" you operate it,and 
what in practice you do; that is, .hat is the sePuee rou 
tine by which these nekeore are dealt with. I think 
that thig tabie of figures accompanying your statement, 
shoving the advances meade under the Finance Act. from 


1927 to 1933 inclusive end the meximam and minimum by 
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months might go on the record. It would be very use- 
ful. 

MR. CLARK: Yes. 

THE CHAIRMAN: Also the classification ef the 
securities which have been deposited. It would be very 
interesting to have that also. 

MR. CLARK: That will be submitted to the Commission. 

THE CHAIRMAN: Also the table showine the daily 
average advances might go on the record:- 


(Table follows.) 
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1927 HICH 
January 11,500,000 

Fobruary Lee. SOOO 
March 12500, 000 
eee ak 20,800,000 
Mcyv 20,800,000 
June Lo, 200,000 
July 1750507000 
fugust av 930 , 000 
Scpt3mb r 22,790,000 
Octob-r ous Po, OC 
Novemb.r oO 730 ,000 
Deermbsr Of ,000 000 
1928 

enuary Bay O00 S000 
Peoruary 298,000 ,O00 
Morena 56,000, 000 
nord. 26,000,000 
Me.v «7,000,000 
Juric 27,200,000 
July 54:,150,000 
wugust 64:, 130,000 
Sicptimber Dy O50 , 000 
October 735,950, 000 
November 66,950 , 000 
December 724900 ,000 
1929 
Jenuary 79 , 500. ,000 
as ry 71,900 ,000 
Moreh 84), 500,000 
Poxrz B4:,000,000 
Mey 75,990,000 
Juns 88,700, 000 
July 88,709,000 
s-ULUST 77,400,000 
Septemb:r 79,400 ,O00 
October JQ 4.50), 000 
Nov mber A hey O04 000 
Deeéember 132,900,000 
1930 
January 52,700,000 
Fubruary 700 000 
Merch 5072007000 
Pee ae “9,700,000 
Moy “5,200,000 
June £9,700 ,000 
July - , 700,000 
ugust 4.200, 000 
Sipt«mber ee, 000 
October 22,700,000 


Or: Vaan 1927- ‘yoo LVCLUSIVe, | 


W BY MONTHS 


Wil. 
Hide 
2,500,000 
3,500,000 
7,500,000 
2,700,000 
12,950,000 
15,150 ,000 
10,950,000 
10,750,000 
10, 500,000 
7,500,000 


10,000,000 
7,500,000 
as ,000, 000 
19,500, "000 
15, eo OOO 


29,750, 000 


5,750,000 
47,150,000 
Ae, 68 90,000 

41,150, "000 
£2 , 090,000 


50,050,000 


50,000, 000 
45,500,000 
61,000,900 
Jog 2O0Ug000 
4:1,500 ,000 
D4 g000,,.000 
OG e200 000 
55,200,000 
36,400,000 
54, 150,000 
56,150,000 


42,700,000 


51,700,000 


11,700,000 
15,450,000 
17,300,000 
14,700,000 
15,700,000 
15,950,000 
700, 000 
700,000 
700, 000 
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Va, On, eal Men The se. Tormeshwnieny heve: voor. filed 
by you (appendix “*A™) ere useful. Wo will have some 
qucstions to ask as to ths actual routine cftcr you havc 
complct:d your goncral statoment. You have dealt with 
the governorsin council, the Treasury Board, erd with the 
special part which the Pinencs ct mechanism plays in your 
systcm. Wheat is the next. point? 

MR. CLEnKes Thetbrines. ust to: thse Punetaons of 
the Department of Finence and) of the Minister of Finance. 

HE CHLIRMA: | Mayrl ask a quostion#which has rot 
be n alluded to Hitherto? Of cours, benkine ond cure 
roncy iar: matte si rt-serveduto the’ Dominiontiparliemont 
undomiusectiion Givoh tie Brita si Vomtin umirien gic tr at 
1867 wo Diidownot know whether this is « meattcr that I 
should go into et this strgo but one is of cours: very 
familiar with the«<division of legislative powers in Canade 
batween the lDeminion pzritement; on the,~one Gand «nd, the 
provineicl legislatures’ om the other.) While benking 
and Gurney inte pe climlyercserned Tor the Dominion 
pearlinment; the provincial logisleturcs tnevovextensive 
powers, heave they not, in decling with -1l qucstions of 
property cand civids michnis? 

MR :CLRK: 0 Yes, 

THE CaATRMAN:. What strikcs one is this; thet lcgis- 
lntion derling with topics which -re within the eom..- 
tance of the provinoisl lcgisl-tures moy at times have 
an effect upon the 2cncrod fin-noisl ei tuntion of 
Cened~.. 

MRe CLURK: Theat is truc. 


THE CH’ IRM": Which would h-nvc to bs tekcn into 
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account in exercising the legislative powrs relating 
to banking and currency. This is a very large topic, 
but I want to get in my mind what relationship there is 
between the Dominion legislation on banking and currency, 
on thé ame hand, and provincial legislation upon cogne te 
topics and dealing with interests which are affected by 
banking and currency, Is there any means of co-ordinating 
these two matters so tmt an economic policy for Canada 
asa whole may be carried out in the interests of the 
whole community, or is cach provincial legislature left 
to work mt its own methods? 

MR. CLARK: I would prefer on that point: my lord, 
not to give evidence. I think if neteessary it will be 
possible to get a witness from the Department of Justice, 
for instance, to discuss that matter 

THS CHAIRMAN: I do not want myself to go very much 
into that bopic peedibe after all it is a purely legal 
question, but it has its economic aspect as well as the 
legal aspect. 

SIR THOMAS “HITE: It is one of the most important 
questions before use. 

THE CHAIRMAN: ‘hat strikes me, looking at it, is 
that in a scheme of legislation for the Dominion and the 
provinces there must recessarily be some interaction 
between the two things, and while the Dominion has ecx- 
clusive powers to legislate in mtters of banking and 
currency, must do so to some extent in relation to the powers 
of provincial legislatures which by their action may create 
situations with which the Dominion mrliament, on the other 


hand, has to deal. These are very large constitu- 
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~ 146 - 
tional topics, and in view of my position in another 
sphere of activity perhaps I should not approach them 
too closely, but sometime I should like to heve sone 
inform tion as to the interaction of provincial finen- 
Cial legislation and Dominion finnncial legisletion. 

SIR THOMAS ‘HITE: Take a very simple illustration, 
not to take time unduly. The provincial govemments and 
municipalities created under provirmial authority can 
issue securities, letus say, in New York or nieesas 
of Cannda. That has on inmmediete bearing on the question 
of currency. 

THE CHAIRMAN: That illustrates exactly what is in 
my mind. 

SIR THOMAS HITE: On the other hand the provimial 
parliament is equally supreme with the Dominion par- 
linent within its legislative jurisdiction, end the 
provimes are very jealous of their provimial rights, 
It is a fact, however, that provirmial governments and 
municipalities, and corporations for that matter 
throughout Canada havirg the right to issue securities 
possibly mtside of Cannda has an effect upon currency, 
which by the British North America Act is reserved to 
the Dominion parldament. 

THE CHAIRMAN: Thet illustrates exactly what had 
occurred tome, that the parliament charged with legis- 
lIntion on banking and currency might find itself con- 
trolled to some extent or influenced to some extent in 
the legislation which it passed by whet was cecurring 
in the various provimes of Canada, where each ppo- 
vinecial legislature is autonomous, with its own powers 


and its 
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i 147 - 
own financial policy. This, of conrse, as I say is 
a very large question, but we are dealing here in 
this legislation with Canada as a whole and in dealing 
with Camda as a whole you cannot disregard the fact 
that the policies of the various provimes may have 
some effect on the financial end economic position of 
the country as a whole over which the Dominion Parlia- 
ment has jurisdiction. 

SIR THOMAS WHITE: That erose during the war, 

THE CHAIRMAN; I am sure it must have. You must 
accept that because it is the constitution of Caneda. 
We want to ensure if possible that the working of the 
banking system may inure to the benefit of the whole 
of Canada having regard to these autonomous powers 
of the provinces. 

SIR THOMAS WHITE: And of course those powers 
must be very dully respected, 

THE CHAIRMAN: Entirely so. Iam fully alive to 
that in another capacity. I just want to raise that 
topitiey 51 quite understand that it is not necessarily 
in your Demrtment, Mr. Clark, although you must your. 
self in your survey ee regard to what is happening 
in the provimes, 

MR. CLARK: Quite so, but I would prefer that 
any discussion of that topic be left to -- 

THE CHAIRMAN: Perhaps later on we might have the 
Minister of Justice dcal with these topics for our 
assistance because I can see that it may be of some 
moment to us. I just wanted to bring that question 


to the surface for the moment and leave it. 


“08 os Lan ,eaioo te oe 


| ; : 8 : ; " ves .: ae oe ‘ \ 
. at ered, cia os ev * Fal Yot tae res ~ ‘ on 
es ‘i Pi) 


ere 
¥en 


‘ ‘ 


ne S 


‘Aa a ad xpyean 8 gona 6 ioe tote ian ta’ dbnen0 
v hie owed Kom 2 agat yond pap aie. wat to) gator fog’ ‘ear ‘tote 
‘ke mote taog gtmotidne bits istonas bY st no roots emg, 
wAt {x29 nofakmg sy do oy fidiyy nave ‘éboity Bs reins edt 
Oar eas : ‘4 ae sso it atbaanart ear. arom 
Ae + 4 fat Be Ss Cots 2 sit - yatncet @aw na ae 4 


z ae 


s, , Sema now sordd 2aam a. ogee tte I . | 
afb de®. tol Ae biuit.tten0 : ae at e enationd ‘ans ‘saa099 i a a 

i adh Sc Bat dew ait 3 nat atdissoe %! exxane ot ere ow a " . 
sfady. edt to thisted . ‘eat at exam ‘grat nota pertained | ic 

as orog Bkromonot se eset ot bungee! gated “abana to. ht rs 

AUS Gg) Uh a: eae +80 ond ¢ ora eit a a 

Stove" ort a 20 to bo <2 O000 GRMORT ATR 
Sar Ow od | se ,botoogeot alls eae oan 


ie 


-o@ vile yliet.masn I «oe iott po WU TAD uM... 
~ ; “ : ee 


- + #a de ep tas. od, AN I  ettoadse va oditonn ah Tadd | 
vies tsao5on fon et. ¢r tpde bnedeteios eikirp. L \ yatqos | 
stney tage 0%. Aasr08 od ald te tn punts Ag soy mk - ie 
oni ineqgsd PT: o atw 02 sink ala owed yori cvoy ai ties. 
| ae | ; a haeh alles BO OILY ong ont sd i Ve 
Mts LaPengy wisow ki dad 08. geh ap oA sil 
gts.) ge G0) Aaa ad etqod % bed Yo mobeeueeth yaw 
eff eed gontm.ow ae todet aqeittst, | “TAME TARO ae iY. rh 
tg-t0L Bota od eseat iho Dw iseh eotd ast bo. cetein iM ie | 
ee ‘to ed yam dt, saith 898 ano: I | i oncnoet sonstat age 
cottage, tad? aabrd of Sod wor dont a "yea od daemon 


¢? evysel bas Sridbanies atid “et  sontura edt ot 


- 148 - 

MR. CLARK: In c discussion of the functions of 
the Dopertment of Finenec Jt prob bly is desirrble that 
I should give n bricf roviow of the Crnndirn curroncy 
systome I hove hore a bricf momor-ndum which I do not 
think-it as Cnectsscary for mc to. recd, particulcrly that 
pert darling vith coinage. 

THE CH.IRM/iN: You should tcll us what is legal 
tender Incnnadhe 

MRe CLARK: Thrt is given in this mcsmorcndum, nd 
porheps I hed better tend.it. 

THE CHALIRMiN: If it is not too long, 

MR. CL.RK: The momorrndum rends as follows: 

THS C2.N2DIAN CURRENCY SYSTEM 

(a) Coins 

Priopato “econticacration « vVoiricty of 
moncys circulated in British Worth ,mcricc, of 
which French coinags, the Spanish doll-r, stcrl- 
ing end York currcney. wors. tho most import-nt. 

The growing volume of trrdc between Cannde and 

the United Strtes resultcd in . tendcney toword 

a docimal coinage and, in 1855, a mcnsurc was ~~ 

passed providing for the ndoption of a dccimel 

currency with e doller cquiv-lcnt to the Uritca 

St-tos dollsr, though the British sovcrcign wes 

medo lognl tonder at $4.86 2/3. Tho sot of 

1857 requiring :11 government “ccounts to bo 

kept in dollars and conts marks the formel 

adoption of dccim.l currency by the provinco of 

Conadn. 


By tho Uniform Currcnoy i.ct of 1871, 


le) fhe 

ae a ; 
a 7 @ i)--%y' “4 hiv 

oa ee ; ¢ ir ae ; 3 YES 


Vas 
on i 


@ yy rr 


to 2 


ore ete 6 dpe > ote 0 volver rates n ‘ovis. 5 Bivete x 
ton Ob T sto bit ruber ca on Tow 2 ood oven b aodaye: : 
tas Ylirkvotsieg ,Bsoa 0 + 3m tot wrseeppe st a Abst 
i . ecattioic ahtrob sasq 
foaot et tty ae Lew atv nec TRO wee 
| ae 7 “cabana ne Brot - 
bern ns ber ramon aide: mt nevi af Fae ‘LTD 
«TE Boot todted Bot rt agauttog 
ror cot ton et $2 i MEH = 
evoltor BY @B- sd hsBn > oto ont Carus a 


2 
~ 
= 
me 

3 


Spit botes (OF tobet | 
- 

To es abery it, ftdto Ye Lderse nr Sae-iverto everom. : ; 
~ftote t-Elob wabnage oar Roe Honore do Bete Sean 
atectcoamt geon tt ocsy TORS eur. wreY 5 bro art 


Sik. obvat te omifor Sr very off 


o 
S 
Ch 
‘ 
@ 


~votobast - mi doshas aptase Sorte feats 
“ 629 oPaiesa ay tt dat hE . brn ogon tos Yubiwoh + 


ismioah "to ‘mOLdeebo yah TOF atti btrotg howang 


domteu tt od tastvtipo MHLLO’. n Hittite Yoresus a) 
avs natctovor dateiea ong Mgvoitt ‘Ti tiob a eor-38 


to to. So .8\S 8.88 gn totes Lagat obam sae 
5 Lei) 7 


od of atrwoos: tromnteves LIA antthopos Veer” 7 

! . | + Nae 
+smtot ef atanm ainco Baa atolfob nt igor: 

To conivore cdf yd yorornme Somteos to mod; 


- 


eLT8L Yo to. yorotiwo aro ano one ow 


- 149 - 


this decimal currency was extended throughout 
the Dominion, the British sovereign was made 
legal tender for %4.86 2/3 and the United States 
eagle legal tender for £10, and authority was 
given to coin a Canadian “5 gold piece. No 
Canadian gold coinage was issued, however, ur- 
til after the establishment of the Ottewa branch 
of the Royal Mint in 1908. 

The domestic currency of Canada is 
now regulated by the Currency Act (Chaps 40, 
R.S.1927) which deals with coinage and legal 
tender. This Act authorizes the issue of the 
following coins: 


620, 610, “5 and $24 gold pieces (900 
millesimal fineness). 


S1, 50 cent, 25 cent and 10 cent silver 
pieces (800 millesimal fineness). 


> cent pieces of pure nickel; and 
1 cent pieces in bronze. : 
Only %10 and “5 gold pieces have been 
coined, and these in very limited amounts. 
As they weigh’ 258 and 129 grains respectively 
and are nine-tenths fine, the Canadian gold 
dollar is equivalent to 25.22 grains of pure 
gold. The coinage of the silver 5 cent piece 
was discontinued in 1921, but it is still legal 
tender. 
Canadien gold coins are legal tender 

for any amount. Full legal tender powers are 
also possessed by British soversigns and, until 


otherwise proclaimed, by the “5, ©10 and ‘20 
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gold coins of the Urited States, which contein 

ths same weight of gold 2s ree gold coins 

of these denominations. Silver coins are legal 

tender for payment of Pe Oe: not exceeding 

310; nickel coins for an amount not. excesding 

“53 and bronze coins for arn amount not exceed- 

ing 25 cents. ret 

SIR THOMAS WHITE: . Have you coined any silver 
dollars? . 

MRe CLARK: Wo. Continuing with the memorandum: 
‘ (b) Dominion Notes | 

An importent part of the Canadian mone~ 
tary system is the paper currency issued by the 
eovernment. 

Dominion notes are now issued under the 
authority of three statutcs. By the Dominion 
Notes Act of 1914 the Dominion government is 
authori:zcd to issuc notes up to °50,000,000 
against a roesorve in gold cqusl to twonty-five 
por cent of that amount, end by chaptcr 4 of the 
Statutes of 1915, to issuc notcs up to 26,000,000 
without any rescrve of gold, “16,000,000 of the 
notcs to be against certain spccificd Can: dian 
reilwey sccuritics gucrantecd by ths Dominion 
government, Wotes may bo issucd to any addi- 
tional amourt in oxesss of °:76,000,000 but, 
oxceeopt as provided in the Financ: act, an amount 
of gold cqu-1 to the cxeess must bc hcld. As 
elrerdy indie-~tsd, the Pin-.reo Act providzs tht 
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the eh rtercd bonks ond to tho s-vings b.nks to 
which the Gucbec Scvings Bank Act cpplics by 
the issuz of Dominion notes upon ths pludsc of 
certrin approved securitics. Thsorcticclly 
there is no limit upon tho notcs th-t my be 
so issucd cxcept th.t imposed by the volume of 
eligible securities in the posscssion of the 
banks, It will be cpp-rent th:t the n-ture of 
Dominion notes which before ths w-r .pproxime.tcd 
to ord cortiticrics: h-s been ere’ tly ch necd 
Dy ene Oporn tion oT the Fan-noe Bcvs 

The Dominion Notes Act providss tht 
Dominion notes sh-11 bs of such donomin- tion-l 
Vriucgs 2S tho’ governor in council mcey dcotorminc. 
At the presont time, notes which srs frecly 
negotinble ars issucd in denominntions of 25 
eonts; lly G2, 35, {500fand GlpooOw ein’ -ddi- 
tion notcs ere issucd in dcnominctions of “5,000 
end 50,000 for.uss boticon banks only. 

At tho ond of Junc, 1965; the total 
of Dominion notcs outst-nding wos 184,427,058, 
of which amount all but rbout °60,000,000 wis held 
by tho chrrtcred banks cithor in their own veults 
or in tho contri gold rescrves, 

A strtoment of Dominion notc cirdulation 
-nad gold holdings 1s xt Juno 30, 1953, is tt-chcd, 
6 is -lso r st-tcmont showing tot:.1 -mount of 
nOtGcS Ln Circulction “nd tho =mount and parecnt”ecs 


of gold reserve for c-ch month since J-nucvry, 1930. 
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DOMINION NOTE CIRCULATION AND GOLD HOLDINGS - JUNE 30,1953 


mem meme eee me es ee cee 


Provincial $ 27,5588.83 
Fractional tye lo, er léos 


1 18,750, 948.50 
2 12,91%,516.00 
4. 50,668.00 
$5 5,199,110.00 
50 650.00 
500 2,983,000 .00 
51,000 7,578,000.00 
Tegal Tender Notes for 
Banks 
51,000 1,000.00 
5,000 8, 220,000.00 


50,000 127, 450,000.00 
$184, 427,058.89 


STATUTORY AUTHORITY FOR ISSUE 


Chap. “, 1915 #$ 26,000,000.00 
Finanec Act R.S. 
1927,Chap. 70 51, 944,000.00 


Dominion Notes Act 
R.S.1927,Chap.41 106,485,058.69 


184, 427,058.69 


Gold heid by Mini- 

ster of Financo - 

against Savings Bank 

Deposits (10% on 

$25, '777,205.83 

Under the Savings 

Bank Act i BLOT Tg Te0«as 


Against notes as 

required by Dom- 

inion Notes act 

R.S. 1927 68,983,058 .69 
In excess of statu- . 

tory requirements 288, 506.85 


& 71,649,285.00 
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So goment of Dominion of Canna. Votos in circuln- 


ve 
ecthor with ths 


Showing tote.l gold held xgrinst not:s to- 


Percent eo or gold to novos Trom 
JU eo. vO. June, 19354 
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bial 


Circul:tion 


ee 


Poprunry 
M-rch 
aor. 
Mry 

Juns 
July 
Jugust 
Suptcmb-r 
October 
Wovemb-r 
Hseambor 


1931 
January 
- February 
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april 
May 

June 
July 
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Decemb-r 


1932 
Jenusry 
Februsry 
Mereh 
Aor LI 
May 
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July 
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December 


1953 
January 
February 
March 

Boy oa 
May 
June 


"175 ,089 ,063.92 


168,676,067.350 
174,526 ,618.350 
£73,997 ,975~0080 
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L74,219,695380 
156 , 004, 461480 
162 ,690,057.50 
169, "572,550. 18 
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14: 517, 005,19 
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170,382 ,805.69 
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191,170,470.69 


180 ,475,727419 
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THE CHAIRMAN: The bank notes of the ten banks are 
not legal tender, of course? 

MR. CLARK: Ne. 

THE CHAIRMAN: Eut they are exchangsable for 
Dominion notes? 

MR. CLARK: Exchangseble for Dominion notés. 

THRE CHATRMAN: Is not the bank bound to honour them 
by giving Dominion notes against them? 

MR. CLARK: Yes. . 

SIR THOM.S “HITE: There is “57,500,000 unsecured. 
The Dominion notes in the hands of the public aré mainly 
one's and two's. 

MR CLARK: Yes. 

SIR THOM.S “HITS: Have you or can you get later 
on for our information the amount of what you might call 
the fiduciary circulation of Dominion notes; that is to 
say, how large a volume of Dominion notes, one's and two's, 
for example, would be in the hands of the public as till 
money or pocket moneye I am trying to get at the fiduc- 
Lary circulation as opposed to a gold secured circula- 
tion. 

MRe CLARK; ~The assumption would be that all the 
one's and two's would be in the hends of the public as 
pocket money. 

STR THOMAS WHITH: That has a bearing, you und@ér- 
stand, on the question of circulation, because if you 
have a fiduciary circulation a certain amount is going to 
stay out. 

MR. CLARK: I would consider a fair estimate of 
thet amourt would bs about 50,000,000. "“e will present 
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COMMESSIONER LEMAN: Referring to tho coinaxo, 
may I ask if silvor coins are rodeemablo in Dominion cur- 
roncy. 

MR. OLARK: Meanine Dominion noto currency? 

COMMISSIONER LEMAN: Dominion notes, 

Miewuluank? They aro in practice, Of cours: thie 
silver curroncy is lorsal tender up to $10. 

COMMISSIONER LEAN; ivo they really exchangeable 
avzainst Dominion notes? 

MR. CLARK: Yes, 

SIR THOMAS WHITH; They are tokens up to a cere 
tain amounte 

COMMISSIONER LEMAN: Can the banks present 
&10,000 in silver coinase and ect leral tender for that? 

MR. CL.uiiK: To the government, you mean? 

COMMISGICNER LHi.N: Yos. 

Mie ChakK: In practice 1. think it would be 
possible normally, but lesally it would not be compulsory. 

COMMISSIONER LEMiuN: I do not think in practice 
it is done, 

MRe DODDS: In practice it is not done 

COMMISSTION@Y LEMN: I just wanted that point 
established, 

MR. CLARK: You are referring to the practice in 
the present abnormal situation? 

CQAXMISSIONGR LEMAN: I think it may have been the case 
for quite a long while. At certain times due to lessened 
activity of business there may be an uccumulation of silver 
coinage which has to he carried by the banks, whereas a 


other times the banks may sux:;zost that the coinase should 
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be increased in order te meet tho demands of trade and 
commerce. 

MR. CLARK: Yes. 

THE CHAIRMAN: If I take a $5 note of one of tho 
chartered banks to the bank and ask for five $1 Dominion 
notes in place of it would thoy be bound to give them 
to me? 

MR. CLARK: Oh yes. 

SIR CHARLES aDDIS: Who is bound to give it? 

MR. CLARK: The banks are bound to givo it. 

SIR CHARLES ADDIS: Is a chartered bank bound to 
exchange its own notes for Dominion notes to tho public? 
Is there a legal obligation? 

MR. CLARK: Yes, 

COMMISSIONER LEMAN: The only means of sottling 
clearing house balences is through legal tendere 

THE CHaIRMAN: The notes of the chartered banks, 
although in themselves not legal tender, are bound to 
be retired by the chartered bank in legal tender upon 
demand. Will you furnish us, Dr. Clark, with a state- 
ment of the Dominion notes in circulation at various dates 
from 1930 to date, showing the gold percentages held 


against the notes? 
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These are intsresting figures thet you have prssontad 
showing the variation from timc to time. 

MR. CLARK: Yes, we will present a more complcte 
table to you going back over a longescr period, and it will 
be graphed for:youe In the Department of Finance in 
DrActLcs currcney is’ dorlt with by four different branches 
you might say of the deprrtmcnt -- by tho Mint, by the 


Currency Branch of the department, by the Inspector Gencral 


of Banks, cnd it also comcs under ths Administr-tion Branch 
of the deprrtment. 

Now I should like to say a word about the Royal 
Cenadian Mint, which is a branch of the Depertmcnt of 
Finones. 

THE ROYAL CAYADLAN MINT 

The Ottewe, Mint, cst-blishcd os a 
brench of the Royal Mint under the (Impcricl) 
Coinnge ..ct of 1870, was opencd.on January e, 
1908... In 1951 the Finence ond: Trensury Board 
Let was emendcd to provide for teking ovsr the 
Ottawe Mint es the *Royal Canadien Mint” and 
Since Deccmbcr of that your the Mint has .bcon 
Operntcd as a br-neh of tho Department, of .Finanecs 

Prior to 1908 coins used in. Cancde had 
beon obtcincd from the Royrl Mint in Lendon or 
from The Mint, Birminghem, Limited. In its 
Geriicr Vorrs the opor-tions of the Mintsin 
Cancda wors confincd to the production of ieold, 
silvcr and bronze coins for: dom-stic circulation, 
of British sov:rcigns, .nd of sm-ll coins struck 


under contract for WNewfoundlicnd and dJemedeo. The 


mee 


ss | 
tN " ’ 


if Wey Fle 
ihe 3 


butroacta ovad Oy sott “eee snubenceiny as 
| ay eomed od -omhs. mort: Sonne 
otol¢nos Stem 3 pene tite or yaoY Wadd: sat 
‘Lite tb baa Softeg *oaret ate 90> Sosd gittos wor of afta 
nt sonerlkt to trent ott ratott: ont At HOY) 20% Borigaty od ‘ 
eoffon te torowelrtth wot yd dete BEn0b ak yorneTuTO ooktosmg 
ott ed de ost ee ~ thrompnngob. ont te wae digs voy i: 
Loroned sos oogunt sath BA  irtomtusmet ost ‘% tonnse yore ae 
Yorsdh oobi vite Ler dmb A oat tO Brent’ B2800 outa gt bare seared te 
. Rare. hh | tramtoges sid 20. 
tO ait. dwods: Geow re wc oy ontf. Sluora, T wor voy ‘ 
ta drondtaqod itt S0 Aoeried: at riodaie ,tintit nebbans 


poet IT a 


Se Doatidssec PITRE PRO ST i ay ta ce rt 


(fotiogmt) ott tober ted Layer EAs. 26. domagd 


a® VYtorrct mo Bonga. eri ,OV5L to to. saanted 
pi 


| any toa. 
pa “Sl satbousd Layes® ond ao gall ng ntto 
easd and tebe and t° ON TALE To todmaood Gents 

eOON ALT Lo Sromtancod caf Yo dog-td 4 es bots ‘soge Ay al 

Bnt shew rD al Bast antes BNOL of - tome 

nO nobel mb Seal L-yoR Sit mott howkegte mood. q 

etl ol abovtoht jantanimeke (ged 3 King ee 

hi tiv oft to epotd sedge only er *ay tohiaco | fae 

e6Loy To noktoubow «dt ot bonkthee ctow SBoae. | . 

,ToLd-Iuorlo site moh vot antes hero Src) Movida 


wauige antoo {Inma to be- ,emabetiyeas Hele teg be . es ae 


sloktmel ber BecLbavotvet rot ton vteos qf ae 


sig ns 


first gold coins struck wers soversigns similer 
to those of Creat Britain but with c small *o" 
identifying them 2s hrving been coincd in 
Conadn. In Moy, 19l2, the first Canadian 
*1O and $5 gold piccecs were struck but the 
amount of Canadien Bold*coins=so far.coincd 
has boon very limitod -- only $3,480,360 in 
®10 gold pisces and 7iS88,060 in 435 gold piccos. 
Gold coins hive never been - populer medium of 
exchenge in Conads and none heve beon struck 
since 1919. Canndinns heve genernlly preferred 
Dominion notcs to gold coin. for usc within the 
country and, for cxport purposcs, bullion or 
British cna United States gold coin are ct least 
cque lly dosirablde ” : 

nue Polinine of gold is now the prin-~ 
eipal activity: of thooMints)Previous,to 1914 
small qucentitics of gold bullion were rofined 
but during the wor the Mint camo to the assis- 
tance of the British Government by csteblishing 
o refincry ln which noerly ticrty million ounces 
of South African gold were treated for the account c 
the Bank of England. The growth of Canada’ g 
gold mining industry in recert years has | 
‘been particularly rapid and, since the initiation 
in 1931 of the policy of prohibiting the export 
of gold except urder license, practicallv 
the sntire production of the country has 
been deposited with the Mint to be refined and 


later exported through the Department of 
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Finance. During 1952, the gold received at 
the Mint amounted to no less than 58,491,549. 

COMMISSIONER LEM: J.11 that gold received at the 
Mint came from Canadian mines? 

MR. Clu.RK: Yese You will understand that there 
is a Gold Export s.ct, prohibiting the export of gold 
except under license issued through the chartered banks 
by the Minister of Finance. In practice all the cold 
is purchased by the government through the mint, is re- 
fined and is exported by the Department to the world's 
market, New York formerly, and at present to London. 

COMMISSIONSR LEMAN: Have you the orders in courcil 
and legislation that was passed? 

MR. CLARK: They ars being presented. 

| HON. MR. BROWNLEE: Is a premium still being paid 
on gold? 

MRe CL.RK: Yes. The gold is all sold at world 
prices in the free open market and the mines are paid 
the premium that is rcceived. 

COMMISSIONER LEM'‘N: Has the Mint bocn a source 
of revenuc? 

MR. CLARK: Yes, of modcrate revsnue. 

COMMISSIONER LEMAN: Can you give us the figures? 

MR. CLARK: We can give you the annual reports of 
th: Mint. 

SIR THOM:S WHITE: i411 the scignioragc would be 
part of the profit. | 

MR. CLARK: It would be the main: part of the profit. 

COMMISSIONER LHML.™: ‘hon I said sourec of revenue, 


I did not express mysclf corrcctiy; I mcant source of profit. 
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MRe CL-RK: What distinction do you make therc? 

COMMISSIONER LEM: i. very importent onc. It 
has wndoubtédly becn a soures of rovionuc, but has the 
Mint been a sources of profit? Did you take into ac- 
count the expensc? 

MR. CLARK? I would say that the Royal Mint at 
Ottava has bcon a souree of modcrate profit, of small 
profit; The sssay Office at Vencouvor has becon con- 
ductcd at a small loss, but the Mint herc has bccn pro- 
ductive of a@ small profita 

COMMISSIONER LEM.M: Is it possible for you to 
look into that question? 

MR, CLARK: We shall bc glad to give you the 
figurcs. 

SIR THOM Ss VWEDTE: Too servicces rondcred by the 
Royal Mint at Ottawa during the war wore bceyond beolicf 
valuablc. Hundreds of millions of dollars of gold 
wers brought to Canada, end ws had to cnlargc the Mint. 
The amount of work done by ths officers of th: Finance 
Department was unbcliovebly greats Gold was brought 
in from Russia and clscvhero durite that-poriod and 
the enlargsment of the Mint was absolutoly csscnticale 

COMMISSIONGR LEM.: Tho purpose in heving the 
figurcs submittcd to us is not, of courss, to discuss 
the advisability of having a mint At Ottawa, 

MR. CLARK I wish now to present = mcmor ndum 
on the Currency Branch of ths Devartment of Finanec, 
es Tollowa: 

The Curraney Branch of tho Departmen: 
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Comptroller of Currsney, is the custodian of 
the resorvs supply of Dominion of Cenegs nots ond 
coin, thc medium through which notcs and coin ars put 
inpo Or Wivhdaraim Trom.ciroulntion, ond ths custodian of 
the gold rescrvc b cking tho note issuc. «dministr-tion 
of the advances to the banks cuthoriazcd by the Trocsury 
Bonrd under the provisions of the Finanec ct, the 
repryments of such cadv-necs and the collection of 
intercos=s duo are olso, part of the rosporisibility 
of this branch. Morcover, the branch ects as custodian 
of the-sceuritics depositod by tho insur-nec compenics 
under tho provisions of thc Insurance ict, of sceuritics 
held for safckceping on benaltl of varous other 
departments, and also of ths rescrvc supply of bonds, 
of the vorious issuos of the Dominion of Ccaneadnr. 
DOMINION NOTES 

Whcn Dominion notes arc: printed by the cngravers 
they Are deliversd tOeeio Ourrency Brench whorc. they are 
checked, the ncccssary signaturzts and sccls affixed in 
our own printing plant, and the notes then added to the 
reserve ‘stpply for distribution ns requircds. To LG 
in such distribution an officc is maintrincd in ¢:ch 
province, urdcor the supcrvision of an Assistcnt 
RoceivervGrncralj who reports to fnd Pcecives instruct- - 
ions from the Comptroller of Currency, in th: first 
instenocs These officcs iP. Bituctod av. Ac lifeax 
W.S.3 Chcriottctown, PeEele; Winripog, Mone; Regina, S°sk; 
St.John ,N.B., Montreal, juc., Toronto ,Ont. 
OTaerr ype ovictorio. BeCst tht ie, ‘tharo 1s one 
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pominion notes which haves bo.cn withdrawn from 
circulition by the banks as unfit for furthcr uso 
arc prescentcd nt theso verious officc¢s and now _ 
notes obtcined in ¢exchingc there for, “Ene sddetion 
coin os requircd is issucd to th: barks in ¢xehonge 
for notcs, and not:s of verious dcenominntions as 
requircd arc issucd in oxehangs for notcs of other — 
donomin.tions. Tho notes withdrewn from circulation 
are forvarded to the Currency Brenehvendy after ehoek 
end cudit, ars mabercveat Ths average circulation 
of the onc and the two dollcr notes (the notes in 
general circulation) is about ten months; the yorrly 
roplecemcnt of notes seeenses dcnomin-tions is ‘ 
slightly grsoctor then ths cmount of these notcs in: 
ciroulction at any onc timc. 
FINNCE LOT 

The records in conrection with payments to 
and ropaymcnts by the banks of cdv-inces undor the 
Fincneo ict ars kept in bits “Cuirenoey Branchic.nd tie 
dot-ils of eperntion adirectsd by the Comptroller of 
Currency. “Yor tno most partoodvancos mend repaymonts 
are modo through the offices of tho Assist-nt Reeciv«r 
Gonerel;, ‘Montreal, where alt $s Lbenks thove oc setanding 
oOredit, our covery transcotion is “immediat:ly reported 
by tclegreph to the Comptroller of Currency.  sSecuritics 
Lode6ca unrdorPths..Finances ctoare not hold Atevne .ofLicc 
of the Assistint Rieciv r G@ nercl «t Montro ol, Toronto 
and Ragine, and in the Currency Branch, Ottasr;. but 


records of all holdines arc kept in the Gurrcney Branche 
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No withdreavel of sccuritios con bo mnds at any office 
without instructions from the Comptrollsr of Curr’ neye 
it the end of February, Mcy, august and November in 
ech your statements src prepared showing the intcrcst 
due Dp ’crch bank, and the neene ay amourts collcctcd 
from th: benks. 
b. # COIN 

Dominion OL Vancde coins arc Struck at the 
BoyaiiCrnadien Mint, Ottave, and arc foriverded to the 
Vorvious Lsesistant Recelver Goncreal offiocs os required 
On instructions from the Comptrolicr ‘of Cunroney, or 
aro dclivercd to the Currency Brvneh to be acld as o 
reserve supply. is the banks rcoquirc coin they apply to 
the assistcnt Reeciver General officcs and reecivse it 
in the same wey 2s Dominion notcs. Smooth ond mutilsted 
coin is s1so turned in by thc banks to thes: officcs ond 
New coin or notes received iin cxehsnecs, Tho coin, so 
withdrawn from circulation is then forverdcd to the 
Currency Brench, and ofter theek is sent on to the 
Royal Canadian Mint for recoinress 

COLD 

The gold reserves in conrection with the note 
circulation are for the most part held in the Currency 
Branch vaults, although a4 certain amount of gold coin 
is held at each ..ssistant Receiver General office to 
mset possible requirements. Ths gold purchesed by the 
Royal Canadian Mint when refined and put into bars is 
turned over to the Comptroller of Cursency either to 
be held as part of the gold reserves or for shipment to 


meet Canade's obligations sbroad. Such shipments 
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are, of course, of gold held in excess of statutory 


requirements. 


Now I turn to the third branch of the activitics of the 
Department of Finance, the Inspector General's Branche 

his is a branch which was organized in 1924, following the 
revision of the ..ct in that year, which introduced the feature 


of government inspection. 
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THE CHIRM.A™": That followed on the “tlome Bank 
failure? ; 

MR. Ci.RK: Yes, in the previous year. The 
Inspector General of Banks is here this morning and I 
would suggest thet you ask him to give you a statement 
of his furctions and of the method by which he carries 
them out. | . 

Lastly in addition to the duties which are por- 
formed by ths spscialized branches of the department 
already referred to there is a number of misccllancous 
functions for which the administration branen of the 

spartment is responsible. I have had an analysis 
made of the refcrences in the Benk ict to the Ministcr 
of Finence and the “dutics which he is callcd upon to 
perform, end which consequéntly arc edministcred by the 
dcpartmerte They arc quits numcrous. Many of them 
are purely of technical importance. 

THs CHLIRMN: Tere is a lot of routine work which 
has to be prescribed in the statute and which has prac- 
tically no bcearing on our investigation. We want to 
heve a complete picture befors us, but it is quitc mani- 
fest thet it is only cortain of ths functions that really 
rolatc thcomselv:s to our problom. he Benk ict docs 
not call for rovision on any of these routino mattcrs. 
No onc is going to sugecst that there should bo any rec~ 
vision in ccrtain rcspects. 

MR. CL.RK: I havs a memorendum here which pre- 
sents ths particular dutics pr<eserib.d for the Minist«r 


Or Finance under the Benk wot. I do not propose to 
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road it but it might be desirabls to rofcr to the 
function imposed in connection with returns to be madc 


to the department. 


THE CHAIRM.N: Yes. as regerds the roturns 
which the department rcecives from the banks the sta- 
tute appcars to mc to makc pretty scarching requirc- 
monts, Has therc becn at any time any complaint or 
any sugecstion to your department thet further infor- 
motion would bc of interest or usc’ to the public? 

MRe CLARK: There have beon suggestions mad: from 
timc to tim., but not sugecstions for any additionss 
The FoQuesvs sre usuclly Tor erciter dstaLa. 

THs CH.TRM.N: Some timcs poopls ask for different 
GlissiTiertions of informetion or’ Tor’ the scercestion of 
perticuler itcmsi They not infrequcntly I think come 
from the ccoonomists? 

Mie ULARKS OL think” thet is usucliy so. 

COMMISSIONER LEM.N: My lord, would it bo proper 
to ask both Dr. Clark and the Inspector Gancrsl of 
Banks to file with this Commission r.commends tions or 
criticisms as to improvements in the monthly ond yerrly 
returns madc by thse banks? From thcir cxpericnee «nd 
their knowlcdg« of conditions they might hove construc- 
tivc sugecstions to plincs befors us in connection with 
tht mottcr. 

THe CHUTRM N:° Thors arc two aspects of thet. 
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government muy for its own purposos wont additional 
inform tion, and if it wants “dditionc.1 inform'ticn « 
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Act, but it is for the government to come before us 

and say they wish it. If on the other hand economists 
or persons interested in the commerce of Canada want 
additional information furnished, it is for them also 

to come and suggest the information they want. At 

the present moment the statute requires a certain amount 
of information. Those who wish to have additional in- 
formation furnished must come and tell us whet they want 
and justify their request. 

COMMISSIONER LEMAN: Actual experience might have 
Shown that something might be bettered in the classifi- 
cation of the returns. 

THE CHAIRMAN: Certainly, the banks might wish to 
give their material in another form. 

COMMISSIONSR LEMAN: May we pass thet question over 
to the Canadian Bankers' Association for recommendations? 

THE CHAIRMAN: Yes. I think it is for us to 
await the sug-estions of those concerned as to what 
alterations they think should be made in the law, 
sugzestions by the banks, the sovernment and the public. 
That is one of the matters arising out of the revisal 
of the Act. We have had ten years experience of the 
present requirements. This analysis that you are pre- 
senting, Dr. Clark, shows us the existing requirements. 

MR. CLARK: Yes. The monthly return is set out in 
schedule 9 of the Bank Act. I think it is a pretty 
exhaustive itemization of the assets end liabilities. 
The fact that a return is available monthly from all the 
banks, perhaps not in such great detail, over a very long 


period of time I think means that our banking statistics 
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in Canada are unsurpassed by any other country. 

THE CHAIRMAN: I think the requirements are much 
more exacting than anything in the United Kingdom. 

SIR CHARLES ADDIS: Yes. 

THE CHAIRMAN: The classification seems to be 
very detailed too. 

MR. CLARK: We propose to have statistical tables 
and graphs presented to you giving you at least the more 
important of these items over a substantial period of 
time. 

THS CHAIRMAN: One of the advantages of these pre- 
liminary meetings is that an interval will elapse before 
we return to the east and during that time any infor- | 
mation can be got out that either myself or any of my 
colleagues desire to have prepared. 

COMMISSIONER LEMAN: There are slight aifferences 
between the yearly return ana the monthly return. 

MR. CLARK: That is true. 

COMNMISSIONSR LEMAN: For instance, your deposits 
are not classified in exactly the same way. Is there any 
good and valid reason for that or is it a question you 
would like to think over? 

MR. CLARX: It is a question that I would like to 
think over so that I may be in a position to present 
recommendations to you at a later stage. 

Tm CHAIRMAN: I do not think we neea delay over this 
analysis but we will keep it by us as our index.(Appendix C.) 
What we shall want is to pick out those of the functions 
which are really critical. 


MR. CLARK: The only thingsleft, my lord, would be for 
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me to present a brief memorandum dealing with the 
Dominion government savings banks, the yuebec Savings 
Banks Act, the Provincial government savings offices 
and Caisses Populaires, the Penny Bank, and the rele- 
vant statutes. These are brief memorandums giving 
you a picture of the method of operation, the form of 
organization, and so on. The statutes I will give to 
you. 


Mr. Clark then presented the following: 
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DOMINION GOVERNMENT SAVINGS BANKS 
(Information partly taken from The 
Canada Year Book and the Canadian 
Almanac ) 


Prior to 1929 there were two classes of Dominion Govern- 
ment savines banks in Canada, the Post Office Savings Bank,under 
the Post Office Department, and the Dominion Government savings 
Bank, attached to the Department of Finance. The former was 
established under the Post Office Act of 1867 (31 Vict.,C.10) 
in order "to enlarge the facilities now available for thc depasit 
of small savings, to make the Post Office available for that 
purpose, and to give the direct security of the Pee nion bo 
every depositor for repayment of all money deposited by him 
together with the interest duc thereon". Branches of the 
Government Savings Bank proper, under the authority of the 
Finanec Department, wre cstablishced in th: leading citics of 
Canada undcr the managcment of the Assistant Receivers Genoral 
and in othvr placcs, in the provinces of Nova Scotia and hew 
Brunswick, under managcrs appoinica by the Governor in Council. 
The Government Savings Bank was amalganated with the Post 
Office Savings Bank in 1929. 

Post Office Savings Banks are established at the General 
Office and at over 1,300 other offices. Sums of 41-00 or any 
multiple of {1.00 can be deposited, but the maximum sum which 
may be received from any one aGepositor in any year, ending the 
3lst March, is 31,500, and the total sum which may be received 
to the credit of any depositor is 45,000, exclusive of interest. 
Withdrawals, in cash on demand, up to 50.00 may be made at any 
Savings Bank Office. 


ig 
a 


Interest. The present rate of interest allewed is 27% 
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per annum, the rate tavine been reduced from 3% to 24% 
from May 1st,1933, to conform to & similar reGuction in the 
rate of interest allowed by chartered banks on savings 
deposits and to a reduction of onc-half of one per cent. 
in the rates allowed by other financial institutions. It 
is recorded that the Post Office Savines Bank, which 
startcd operations in 1868, first paid 4%, which was reduced 
to 34% on lst October, 1889, to 3% om lst July, 1897 and to 
24% (thc present rate) on May lst, 1933. 

The following figures show the total deposits in 
both the Postal Savings Bunk at thc ena of various fiscal 
ycars from 1868 to 1952 inclusive: 


1921 


43 ,563 ,764 


Postal Dominion 

savings Government 
Fiscal Year ' Bank Savings Bank 
1868 204,589 1,485,219 
1870 1,588 ,849 Bec Oru 
1875 2,926,090 4,245,091 
1880 3,945,069 Y 107 feor 
1885 15 ,090 ,540 17 ,888 ,536 
1890 21,990 ,653 194021 Bie 
1895 26,805 ,542 LT 644,956 
1900 37,507,456 15,642,267 
1905 45 368 ,321 16 ,649 ,136 
1906 45,736,488 16,174,134 
1907 47 453,228 15 ,088 ,584 
1908 47 564,284 15,016,371 
1909 45,190,484 14,748 ,436 
1910 43,586,357 14,677,872 
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THE QUEBEC SAVINGS BANKS ACT 


Chap-14, R.S.1927 ~ (Continued for ore year by 
Cap. = 28 of 1995). 
The Act applies to two savings banks in the Province of 


Quebec, namely, the Montreal City & District Savings Bank and 
La Caisse d'Economie de Notre Dame de uebec. 


The Montreal City & District existed prior to Confeder- 
ation, having its charter by Letters-Patent. It was the subject 
of pre-confederation legislation ané also of Dominion legis- 
lation, which latter evolved into the present Act, following 
somewhat the form of The Bank Act although with quite exact 
limitations as to business ana investments. 

La Caisse d'Economie has a somewhat similar history. 
Constitution: Shareholders, Directors, Capital Stock, Dividends. 

STATEMENT As of June 50, 1953. 


Montreal City 
& District. 


Capital $tock, subscribed & paid up 


(shares 3100 each) ~2,000 ,000 
Reserve Fund 2,200 ,000 
Assets 61,602,309 
Liabilities 56,981,578 
Deposits 55,075,793 


La Caisse d'Economie 


Capital Stock, subscribed & paid up 


(shares »100 each) we 000 , 000 
Reserve Fund L200 5000 
Assets Ly, 601, 50D 
Liabilities 13 ,938 ,8353 
Deposits Se ae RA 


Calls 


If liquid assets not sufficient to satisfy debts, 
directors may make calls on unpaid stock without 
waitine for collections or realizing on assets. 
(Sea.l16). 


- Powers ; 
eal Property May hold real and immovable property for 
bank's own use. (Sec-.29). 


Deposits May receive deposits and pay interest at rate 
fixed by Governor in Council not to exceed 5%. 
(See «ou } e 
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PROVINCIAL GOVERNMENT SAVINGS OFFICES 


(Information partly taken from The Canada 
Year Book and the Canadian Almanac.) 


Institutions for the deposit of savings are operated 
by the Provincial Governments of Ontario and Alberta, while a 
Similar institution was in operation in Manitoba from 1924 to 1932 
when the depositors' accounts were taken over by the chartered 
banks. 

ONTARIO. In the Session of 1921, the Legislature of 
Ontario authorized the establishment of the Province of Ontario 
Savings Office, and in March, 1922, the first branches were 
opened. The funds received from this source are used almost 
exclusively to finance farm loans under the Agricultural Devel- 
opment Act. Interest at the rate of © 24% per annum compounded 
half-yearly is paid on all accounts. The deposits arc all 
ropayeable on demand. Total dcposits on Octobr 1, 1932, were 
ped,709 ,820 and the number of depositors at that date was over 
90,000. Seventcen branches are in operation throughout the 
province. 

ALBERTA. In Alberta the Provincial Treasury rcccives 
savings doposits and issucs dcmand savings ccrtificates bearing 
interest at 4%, or tcrm certificates for one, two or three years, 
in denominations of $25, and upwards, bearing interest at 5%. 

Tho total amount in savines ecrtificatcs on Soptcmbcr 30, 1952 was 
58,579,917, mado up of 28,029,651 in demand cortificates and 
$550 ,266 in torm ccrtificates. 

@ Rate roduecd from 3% to 25% on May 1st,1953, to conform 


to a Similar reduction made by the Post Office Savings Bank 
and thc chartered banks. 
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CAISSES POPULAIRES 
(CO-OPERATIVE PEOPLE'S BANKS) 


History, Organization and Opcration: 


The first successful effort to introduce the 
principle of the small bank for rural purposcs in 
Canada was mado in the province of Quebce. The late 
M. Alphonse Desjardins, a resident of the town of Levis, 
after a carcful study of thc systcms of small banks in 
operation in Murope, decidod to introduce into quebec 
a systom of "Pcoplo's Banks", the "Caisscs Populaires" 
after the modcl of the "Pcople's Banks" in Italy. 

The first bank was organized undcr tha scheme 
on Decomber 6th, 1900, in the town of Levis. 

™ho conditions making possible th: succcss of 
such a schcome were present in the provinec of Quebce 
as in no othchoprovinee inCanadar °Shoe*social , racial 
and rocligious unity that cxists there madc it casy for 
groups of people to co-operate on a common idca. 

These banks are not strictly rural institutions, 
that is to say, they admit to membership persons who 
are other than farmers, but, in reality, they work out 
to be more largely in the intercst of farmors than any 
othor class, because of the high perecntage of farmers 
composing the mumbcrship, Whilc they do not specially 
aim to do a mortgage business, loans arc madc on first 
mortgagcs on immovable property. In addition, they 
maks loans to their membirs on pirsonel svcurity. 

It is a mattcor of record that hetwcocn the ycars 


1907 and 1914 attcmpts wore made on no lcss than six 
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occasions to bring these or similar co-opurative in- 


stitutions 


undor an act of parliament of Cansda. 


mor 


one reason or-another all bills introduccd failcé of 


cnactmcnt. 


dcbatcs of 


1314, the following 


It is intcresting to quote from the 


1910 and 1911, volume 1, pages 1303 and 


Mts P. D. Monks: 


"There is this limitation, that the only 
depositors in the funds of the socicty 
are tho members themselves. That is 
the rule that obtains in co-operative 
socicticos all over the world. The 
Bankers' Association dcclarcd, when 
this proviso was inscrtcd in the bill, 
that they had no objection whatcvcer to 
the incorporation, if the taking of 
deposits and the making of loans were 
restricted to the membcrs themsclves. 


"The Minister of Finance (Mr. Ficlding) 
submitted this bill to thc Benkcrs! 
Association, with the result that he 
was satisfied whcn it came before the 
Banking Committce". 


ynassagcs from remarks of thc late 


The following information from the Statistical Year 


Book of qgucbee, 1952, page 444, explains thc. status, 


objects and oporation of thesc institutions: 


"The Co-operative Pcople's Banks arc 
organizcd and operate under the Quebce 
Syndicatcs™ Act, 1906 (now Co-operative 
Syndicatcs! Act of Qucebcc, R.S-.B.Q- 
1925, volumo 3, chaptor 254. 


"Tho transactions of these banks aro 
those of a mutual company, owing to the 
fact they gonorally loan only to thcir 
sharcholders; thcse have the right of 
making deposits over and above the 
amount of thcir shares. This dual 
privilege makcs them @ savings and 
ercdit institution. They are a popular 
ercdit available to agricultural and 
industrial classes. The sharcs arc 
gcnerally fixcd at 5.00 which may be 
paid in instalments. Both shar«s and 
dcposits may be withdrawn on dcmand. 
The liability of cach sharcholdcr is 
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limited to subscription which generally 
does not exceed $2,000 per shareholder. 


"Shareholders and borrovers must reside 
within the area of the bank's field of 
operations; the by-laws may, nevertheless, 
allow shareholders who move away to con- 
tinue members of the association without 
eligibility to office. The larger loans 
are made upon first mortgage and the 
smaller ones upon notes. A portion of 
the loan, capital and interest, must be 
repaid at fixed periods in such a way as 
to extinguish the debt within a determin- 
ate time. 


"(These banks are managed by three come 
mitteess the Board of Management, come 
posed of at least five members, but — 
oftener nine, has charge of the general 
direction of the banks; the Committee on 
Credit is composed of at least three 
members, ordinarily of four; its duty 
consists in examining, approving or 
rejecting loans asked by shareholders; 
the Board of Supervision, composed of 
three members, inspects the books and 
documents, verifies the value of loans 
and securities required, etc. These 
services are gratuitous but the manager ' 
may be paid. Under the present law, the 
Board of Supervision must have the operas | 
tions of the association audited once 3° 
year by an inspector of an organized 
federation. This aud is made at the 
expense of the syndicate if it -is not al- 
ready affiliated to a federation. ath 
requested by a federation, a Board of 
Management or Supervision, by 25 members 
or by two thirds of the members if there 
are less than 25, the Provincial Treasurer 
may order such audit to be made." 
\ 

EXTENT OF OPERATIONS : 

The following compnrative figures showing the 
progress of the Caisses Populaires as at December Slst, 


in each year indicated are of interest: 
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1915 1920 1925 “1929 1931 

NoeBks which sent 
reports OL 100 Lee 178 1 
No. of Members 25.694: 31,029 334279 44,835 43,6 
No. of Depositors 15,606 26 ,238 33,527 44,685 43,2 
No, of Borrowers 6,728 9,213 9,384 13,553 is, 3 
Noe loans granted 9,095 15,297 13,794 17,994 1655 
Amt. Loans granted* $1,549,759 $4,272,564 $3,819,960 % 4,249,650 g2,998,¢ 
Gross Profits & 99,395 $ 311,322 449,530 : 645,616 $ 594,¢ 


realized : : . p 
Loans outstanding* thet: 5,181,591 $7,087,211 $10,314,822 $9,762,¢ 
Deposits $1,141,528 $4,558,055 $5,799,951 8,090.614 $7,436,¢ 
Capital stock $ %15,505. 951995170 $1,554.051 S 1 S50yoe1 S11 ,776,¢ 
Reserve & Provident 


Funds & 68,357,.3...252,627 % 604 (281 ¢ "360,667 $13090,¢ 
Profits & Initiation 
tax $ 91,433 $ 249,258 $ 241,897 $ 294,993 $ 2'72,¢ 


#1. Would appear to include renewals. 


#2. This total evidently includes loans of every 
character; for example, it ig noted from 
statistics that during the year 1931 loans 
were granted on notes to the ‘extent of #1, 979, 282, 
on mortgages $631,908, and on debentures 
$378, 9296 


INTEREST RATES 

The statistics show that the rates of interest 
paid on deposits vary from a minimum of 3 per eent to 
a maximum of 5 per cent, although & and 4 per cent 
appear to be the more commong rates. There is ee 
statistical indication of the rates charged on loans, 
but a communication from the Bureau of Statistics, 
Department of Municipal Affairs, Quebec, in 1931, 
@ave me the following oer 


"As far as I can ascertain, the interest 
rate charged borrowers from the People's 
Banks varies from P fer cent to 8 per 
cent -- ordinarily\6 per cent or 7 per 
cent -- according to the duration and 
amount of the loan, and the borrowers! 
solvability. Thé larger notes are made 
upon mortgages and the smaller ones upon 
notes. The borrowers are allowed to 
reimburse their loan by weekly or monthly 

payments, and after a payment has been 
made, interest ip charged on the amount 
outstanding only." ba 
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In endeavouring some two or three years ago to 
Obtain statistical data with reference to the number 
of indtitutions which had been liquidated, resultant 
losses, etc., I obtained the following report from the 
Provincial Statistician: 

"Tt was in 1915 that the returns from 
these banks were collected for the 
first time and from that year to 1928 
fifty.of these institutions have liqui- 
dated. In some instances, liquidation 
was due to the insufficient number of 
members or the fact that they were 
making no transactions. As to the 
amount of losses met with, we have 
absolutely no information owing, as 
you are aware, to the absence of 
government inspection." 

During the 1930 session of the provincial legis-_ 
lature, an attempt was made to enact legislation pro- 
viding for inspection by the government. | A debate upon 
the measure indicated that a considerable number of 
the institutions were opposed to government inspection, 
while others desired ite The law, ds passed, did not 
, make inspection compulsory. It was simply made 
effective when destired by any wm rticular institutions 


themselves. 
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THE PENNY BANK ACT 
Cape 13, R.S. 1927. 
(Sec. 26 amended by Cap. 1927) 


Penny Banks are designed to encourage small savings by 
school children, but their facilities are available to persons 
of any age, status or condition of life. (See note on Sec. 23) 


Incorporation and Organization 


Letters patent by Governor in Council to five or more 
persons = subject to recommendation by Minister of Finance. 


Business not to commence before guarantee fund established 
nor until directors elected; nor until Treasury Board certifi- 
cate issued. Bank not to be deemed to be a bank within the \ 
meaning sia) the Bank Acte 


Guarantee Fund 
bs th EAA | | 


This is a fund for securing repayment of deposits and 
interest thereon and. all other management debts. (sees. 31). 


Thé fund shall consist of: 


(a) All moneys and securities received by or paid to the 
bank (other than deposits and interest and other than 
moneys specifically appropriated by the Act, or by | 
donors for working expenses or for any other purpose 
than the guarantee fund), (Sec.32). 


(b) Securities and investments in which the bank is 
authorized by the Act to invest the moneys of the 
fund. 


(c) Unpaid subscriptions to the:.said funds (Secs 32). 
Investments of Guarantee Funds | 


(a) Government securities 
(b) Municipal debentures, 
» (c) Shares of trust companies. 

(d) Debentres of cortain other companies of certain 
financial standing and dividend historye 

(e) Trustee securities. 

(f) Real estate required for uge and occupation of 
bankse (See. 35). . 


Amount of fund 
Fund deemed to be established when it amounts to $10,000 


in any or all of (a) cash, (b) securities, (¢) unpaid 
subscriptionse (Sete 34 )e 
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Deposits 


Bank may receive deposits from persons of whatever BBS » 
status or condition of life- maximum of an account $300 - 
interest not to exceed Government savirigs bank rate. (Sete25). 


Finaneial Administration of Deposists. 


Bank may hold not exceeding 5% of: iss a wi for the purpose 
of paying withdrawals... ) 

All deposits to be kept in Post \offiee Savings Banks 
provided; one-half of deposits elsewhere than at locais of 
head office may be deposited in a chartered banke (Sec. 25). 


Exceptional Withdrawal | 


May be made for working exp enses'or’ augmenting guarantee | 
fund frome xcess of interest received ine interest paid by 
bank » “ 


May also withdraw its funds to- artqunt approved by Minister 
for investment in Dominion Aeedarer ecurities. (Sees, 2+2).° 


Amended in 1929 = Cape 51l.-:to ah 3 rw ovineial and — 
municipal securities and securities Byereniess by Dominion or 
any provinece \ 


All securities shall be heceng pelo Minister of Finance 
and when sold proceeds to be Sis cas in Rost Office Sav gs 
Bank to credit of bank. ; 


Powers 
Bank shall not «= 


(a) issue bank notes; \ 
(b) deal in bills of exchangejor promiss ory notess$ 
{c) except as elsewhere speestieds acquire any 
real estate; 
(ad) invest, lend or dispose of moneys except as 
permitted by Acts . 
(eo) except as especially povided by Act engage 
or be ‘engaged in any trefe or business. (pea BT) w 


: Statements 


Annual to Minister as of last diy of June, verified 
by oath of President, etae, and,verified by a chartered 
accountant. 

The statement of the Penny Bank of Ontario (the only 
Penny Bank operating) for year énded June 60; 1932, 
shows the following: : 
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Assets $1 4384 ,695,11 
Liabilities 1,356 5354579 
Surplus (Guarantee 
Fund and Interest 


earned) — 28 5340632 
Deposits and : 

accrued interest 1,556,354 79 
Guarantee Fund 20 9900 +00 


Mote on Government Savings Banks 


Government Savings Banks no longer exist, their business 
having been taken over by the Post, Office Savings Banke 


ominion Savings Banks were, while they existed, adminis-~ 
tereg by the Department of Finance and were stationed at 
Assistant Receiver General offices but also at a Tew other 
points. 


Post Office Savings Bank facilities are available 
at yet Offices designated by the Postmaster General. 


/ The rate of interest for many years has been 3% 
pér annum but a recent Order in Council reduced the kate to 
ee per annum effective May lst, 19353. 
y Amount of deposits as at July3l, 1933 $23,579,068,26 
Gold held against said deposits 2,357 4906.93 
Where in The Penny Bank Act reference is made to 


/ Government Savings Banks, it mist now mean and a aeener Post 
/ es Sevings Pe nits 
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THE CHAIRMAN: The banks in regard to which you 
have just presented memoranda are not affected I think 
by the legislation we are revising now? 

MR..CLARK: The charters of the Quebec Savings 
banks expire at the same time as the charters of the 
banks dealt with at the decennial revision. 

THE CHAIRMAN:: Technically what we are required 
under our remit to do is to consider.the revisal of the 
Bank Act.. i 

WR.. CLARK: I would say that your remit asks you 
to review the entire monetary structure. 

THE CHAIRMAN: We want to know about these things 
as being = of the fimances of Canada. We have in 
addition to our genenel survey, which must include these 
things, the specific Genk THe wenne recommendations for 
the revisal of the Bank Act itself. We are not called 
upon, are we, to mates recommendations for the revisal of 
these ineor eee thas relating, for instance, to the 
Quebec Savings banks ? | 

MR. CLARK: That i8 not specifically mentioned, 

THE CHAIRMAN: It is within our survey. It exists 
as part of the finances of the country, but we are making 
recommendations for the revisal of the Bank Act. | 

SIR THOMAS WHITR There are scores of other finan 
cial institutions in Canada, great loan and trust come 
panies, that do not come within thé scope of this Act, 
‘put Baca a Bio banks in pusuac do. 

| THE CHAIKMAN: on the other hand we have to be 


aware of the,existence of these other financial bodies 


because they have repercussions on the banking system, 
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but it is not within the formal seape of our inquiry 
although properly embraced within our survey. 45ut it 
is very useful for us to have these. ied 
MR. CLARK: I have also to present to you copies 
of the Bank Act since 1871 which you, Mr lord,asked 
for yesterday. 

(Bank Acts filed.) 

THE CHalRMaN$ These are in the form as enacted, 
not in the revised form? 

MR. CLARK: Yes. 

THE CHAIRMAN: That is exactly what I wanted. 

MR. CLARK: I am also filing with the Commission 
a copy of the various statutes and further copies will 
be made. available to the members of the Commissione. 

(Documents filed with the Secretary.) 

COMMIST ONER LEMAN: I think it would be of inter- 
est Ho the Commission if we could have from you se 
figures and information Mn the revenues accruing to 
the government of Canada from the circulation under the 
operation of the Finance Act. , 

VR. CLARK: We will make that cahepigeta en availabbe. 

COMMISSIONER LEMAN: Since the beginning so far as 
the winenpe Act is concerned, and so far as the circula- - 
tion is concerned, I would Ae ais lordship, if he would, 
hd Fhe us some ideas as to the period the information 
¥nould COVEr es © We do not want to go back fifty years, 
bit say perhaps since the last revision of the Bank Act. 
What would be your lordship's view? 

THE CHAIRMAN: If any member of the Gonmission 


thinks it is useful to establish any point you have in 
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mind, we must necessarily have it, but I am not always 
able to assist in advising what material will be neces» 
sary to assist in cstablishing any particular: proposition 
or in elucidating any particular aspect. 

COMMISSIONER LEMAN: The matter of a-separate ore 
ganization has been brought upe I think one of the 
elements of consideration would be the revenue derived 
from these activities. I do’not say that it is-the 
whole thing, but it is an element that has to be taken 
into account. 

THE CHAIRMAN: If we can get any information bearing 
on that. I think it would be useful. Why not, since we 
are taking the Finonce Act since 1914, cover the same 


period as regards the revenue derived from Dominion notes? 


MR. CLARK: From tho circulation taxe 

THE SECRETARY: It was only imposed in 1915. 

MR. TOMPKINS: Would it be the idea to include the 
interest paid on cxcess circulation? 

COMMISSIONER LEMaAN: Yes. 

THE CHAIRMAN: In regard to the Finance Act, I 
want the original enactment, the two original Acts. 8 
do not think they are in this collection. I would like 
to see whether there was such a preamble as Sir Thomas 
White suggested. Now I will ask the Inspector General 
of Banks to give us his assistance. 

MR. C.» HE. S. TOMPKINS (Inspector General of Banks) : 
Prior to 1924 there was no provision for government 
inspection of banks, reliance being placed upon the 
monthly returns submitted by the banks plus the annual 


examinations conducted by the shareholders* auditors. 
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The powers and duties of these auditors were enlarged 
\ 
in the regulbr revision of the Act in 1923 and re» 
quirements as to monthly returns made more stringent, 
but before these changes came into effective operation 
the failure of the Home Bank of Canada, followed by 
an investigation into such failure by a Royal Com- 
mission, led to a renewal of previous agitation for 
government inspection and eventually to the enactment: 
of the present section 56 of the Bank Act, providing 
for the office of Inspector General of Banks (an 
officer of the Department of Finance) which received 
Royal Asssnt on July 19th of that year. The appoint- 
ment of the present incumbent was made by. order in 
council of October 31, 1924, effective as from November 
lst.. Subsection 8 of section 56 reads as follows: — 
"8, The Inspector, from time to time,. 
but not less frequently than once in 
each calendar year, shall make or cause 
to be made, such examination and inquiry 
into the affairs or business of each 
bank as he may deem to be necessary 
or expedient, and for such: purposes 
take charge on the. premis2s of the 
assets of the bank or any portion | 
thereof, if the need should arise, for 
the mrpose of satisfying himself that 
the provisions of: this Act having refer- 
ence to the safety of the creditors and 
shareholders of each such bank are 
being duly observed and that the bank — 
is in a sound financial condition, and 
at the conclusion of each such, examina- 
tion and inquiry shall report thereon 
to the Minister." 

In the beginning the question naturally arose as 
to the procedure that should be followed in conducting 
these examinations. There appeared to be no object 
in creating an elaborate organization and duplicating 


unnecessarily detailed work already performed by the 
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sharcholders' auditors and the banks' own inspectors, 
provided that work seemed upon inqiry to be efficient- 
ly performed, but rather that there should be concen 
tration upon the more vital features of each bank's 
operations, which would obviously take into account 

as matters of prime importance the larger individual 
loaning risks, the position of investment securities 
and other assets of a substantial character and the 
general conditions and systems prevailing at the head 
offices of the respective banks. ‘In practice, there-~ 
fore, examinations have ee confined to the records at 
the head offices and particular attention has been 
directed to the quality of all loaning risks in excess 
of -orle per cent of the paid up capital of a bank, al- 
though the position of many accounts under this limit 
is often inquired intos It should, moreover, be 
stated that the shareholders! auditors in the course 
of their duties carry an examination into the condi- 
tion of all loans down to a much more moderate figure. 
For the purpose of the examinations under section 56 
the complete head office files are at all times avail- 
able to the Inspector, including financial statements 
and other information concerning the various borrowers, 
and correspondence between the head office, district 
supervisors and branch managers, together with reports © 
of the bank's own inspectors who conduct detailed 
inspections of all branches ‘et least once annually. 

The condition of individual doddunts is discussed where 
necessary with executive officers of the bank and also, 


if the occasion requires, with the shareholders! 
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auditors as well, The examination, as already 
indicated, alse extends to the banks’ investments in 
government, municipal and other bonds and stocks and to 
the position of real estate, mortgages and other assets. 
of importance, i ‘ 

It should be pointed out that examinations under 
section 56 of the Benk Act. have. never yet been extended 
to include a, physical : or. detailed check of due, bank. 
balances, or securities on hand. ‘This is done “to the-. 
extent piobvelanwatay the Act By thé chenenolaera 
auditors, who are all sepoUnbants of wide experience 
and ability, whereas the banks' internal mooows one; 
to which reference has already been made, cover a. 
thoraigh verification of assets and liabilities at all 
branches at least once in each year. 

ire Act provides that the Inspector "shall be 
sd ae to require and receive from" not only the 
dirctors and officers of the bank b t from the sharoe~# 
holders! auditors as well, "such Pe. and explana- 
tion as he may deem necessary for the : performance of 
his duties," As a result of this authority and 
| pabtd cularly because of conditions in pecent years ,there 
has been collaboration with the auditors of the various 
bpnks concerning the more important mattors which come 
under review, Due cognizance is hatudar taken of the 
trend of earnings and of the sufficiency of provision 
for bad and doubtful leans and other assets. In addi- 
tion to the regular annual examination it is the 
ad a to keep informed regarding important develop- 
ments occurring in the interim. 


All bank returns sent to the Minister of Finance as 
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required by the Bank Act come before the inspector 
for perusal, and if an examination of the monthly 
statements reveals fluctuations of importance in eny 
particular items, explanations are required from thic 
bank or banks concerned. These roturns are elso 
watched for the porcentage of cash holdings and gencral 
liquidity from month to month. Statements of ad- 
vanees undor the Finance Act ere available from day 
to day end the trend of theso advances is closely 
followed, any oxceptionul borrowings or fluctuations 
being a matter of Giscussion with individual banks 
whenever nocessary. 


The statute provides that all saleries, 
remuneration and other expenses incidental to giving 
effect to Section 56 shall be paid out of the Con- 
Solidated Revenue Fund under appropriation therefor 
by Parliament, and that the Consolidated Revenue Fund 
Shall be recouped after the end of each calendar year 
for such outlay by an assessment upon the banks 
based upon their average total assets respectively 
during the year, as shown by the monthly returns. 

THE CHAIRMAN: I was just looking at Section 
56 and I see that the duties of your inspection are 
really contained in subsection 8 of section 56 which 
you have quoted. 

MR. TOMPKINS; Yes. 

THE CHAIRMAN: Your duty is to make your inspection 
for the purpose of satisfying yourself that the pro- 
visions of the Bank Act having reference to the 
safety of the creditors and shareholders of each bank 
are being duly observed. 

MR. TOMPRINS: I take it that my duties extend more 
or less in a general way to include one's own observations. 

THR CHAIRMAN: Tho first part of the statute 
prescribes for the banks a code which they must work to, 
and you have to sce that they conform to thet. But 


then you have a much mors extensive duty, to satisfy 


yoursclf that the bank is in a sound financial position. 
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That is 4 pretty onerous burden placed upon you, I 
can see, and for that purpose you are given very ex= 
tensive powers. Among the powers you have are the 
powers of a commissioner under the Inquiries Act, which 
are practically the powers of a, judges | 

MR. TOMPKINS: No definite procedure was laid 
down in the statute. 7 

THE CHAIRMAN: Quite so, and therefore you have 
to use your own discretion to a large extent You 
have Aina! extensive powers of investigation sae one 
might ' say that you are in a sense a wath, dog! in the 
interests of the depositors, pee bank, ue of the 
public. That is really your duty. 

MR. TOMPKINS: Yes. | 
THE CHAIRMAN: And at the end of each examina 

tion. I see that you have to report to the Minister. 

WR, TOMPKINS: That question arose at the be-= 
ginning of my term of office, and the unanimous view 
at thet time was that there should rig: doe anything in 
the nature of a detailed report, which would mehwealiy 
inelude many matters of a Sonfidential nature which 
should not be ieee public, , Ny own records | embrace 
stint details as are BAROR RAE in Bee ae with: all 
the examinations that have been aaa ei and so fer 
‘as ‘repgrts to the Minister are saeoaenhed ay oe 
Lepge ly consisted of statements that the sieiiebbene 
have been conductéd, and in any cease where matters re= 
aired special discussion, those discussions have been 
‘lbrgely verbale. 
| THE CHAIRMAN: It does not say whether the report 
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is to be in writ ine or verbal, but it docs require 

you to report on your examination and inquiry, and 

your inquiry €ocs extend to the sound financial posi- 
tion. I can sec that that might place you, and indced 
the banks, in somo cmbarrassment, bocause you might 
desire to makc some comment to the Minister confident- 
ially which if made public might bo quite misinterpretcd. 

MR. TOMPKINS: of course, my lord, there is & fur- 
ther subscction ll. 

THE CHAIRMAN: That is rather different. I was 
going to come to that in &@ momont. That is « very 
scrious sanction. But take your normal work. Beyond 
inspecting and obtaining the information you roequire 
and aro entitled to cxact, you report to the Minister 
the rcsult of your oxamination, but no sanction rcally 
attaches to your report. That is to say, you cannot 
impose yoursclf in any way. You can only set as a 
critic. 

MR. TOMPKINS: As a critics I may say thet in- 
portant matters arc frequcntly discussed with different 
banks and I have never Pimouube ned any scrious diffic- 
ulty. 

OF, CHAIRMAN: Quite so, but onc likes always to 
tost these things at the breaking point, so to speak. 
If you take the view that a perticuler course or opera= 
tion was undosirable in its financial cffects, you can 
report to the Ministcr.. 

MR. TOMPKINS: Quite so. 


THE CHAIRMAN: And whet power would the Ministocr, 
in turn, have if he thought that your report required 
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him to take action? 

MR, TOMPKINS: I cannot refer your lordship to 
any specific statutory power he would have, but the 
mere fact that he would take a definite position in 
the matter would be sufficient to bring about results. 

7H CYAIRMAN: The other matter dealt with in 
Subsection is much more serious, and that is 
when you are satisfied that the bank is insolvent. 

MR. TOMPKINS: I have never interfered in a situa- 
tion of that sort. 

THe CHAIRMAN: There you have to make a special 
report and a curator is put in. I was thinking 
rather of things far short of thet, questions of policy 
that might arise. When, for instance, you are con- 
sidering the question of the sound financial condition 
of a great bank you may find that it is financially 
satisfactory but you my say, "I do not like this par- 
ticular line of business the bank is embarking on just 
now because utlLimately it may imperil the solvency of 
the bank although no question of insolvency may arise at 
the moment". The course might not commend itself to 
you, but all you can Go is to discuss with the bank 
your views of the danger, and in turn place your report 
before the Minister, and your function is then at an 
end. 

MR. TOMPKINS: Quite so. I might respectfully 
suggest to your lordship that we might pursue this sub- 
ject further in a private session, when I might refer to 


the three bank mergers which have taken place since I 


Have been in office. 
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TE CUAIRMAN: Quite so, there are certain mat- 
ters thet we must not discuss in publie. But froma 
public point of view your appointment is really made 
to allay the anxiety which ensued in consequence of 
the failure of the Home Bank. It was thought that 
there should be a government official charged with 
this duty of examination and report to the Minister. 

MR. TOMPKINS: In addition to the audit. 

THE CHAIRMAN: The audit must be in the usual 
form published for the shareholders, and if the auditor 
is not satisfied with the information he gets he is 
entitled to complain in his auditor's revort, and that 
is a danger flag at once to the public. You do not 
make any such report? 

MR. TOMPKINS: I do not. 

TH" CHAIRMAN: It would be quite improper that 
you should. 

MR. TOMPKINS: On the subject of bank returns the 
suggestion has been made that perhaps the present 
classification of assets and liabilities might be 
enlarged or amended in some way to make it more useful 
and informative. Of course we have ourselves 
received various suggestions from time to time. 

THE CHAIRMAN; From what source Gid they come? 

COMISSIONSR LEMAN: From accountants? 

SIR THOMAS WHITE: From economists? 

MR. TOMPKINS: Not only from economists but from 
other sources as well, from chartered accountants and 
from the banks themselves. ie receive minor sugges- 


tions of what they consider improvements, but I have 
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hesitated myself to draft out any ¢efinite suggestions 
as to what changes should be made. I think as your 
lordship suggests that we should hear suggestions from 
all sides and then we would be better able to consider 
their advisability and decide what are the most desir- 
able changes to make. 

THE CHAIRMAN: I think one should say this gener- 
ally, and I think I speak for my colleagues as well 
when I say that we do mt want to lose ourselves in mere 
details. The statute no doubt is susceptible of im- 
provement in many respects. Inevitably after an act 
has been in force for ten years there are small matters, 
the dotting of an I and the stroking of a T that has to 
be done. That is done more in the revising section of 
the Department. It is not 
controversial. But we want to keep clear of mere de-~ 
tails of that sort which do not affect the policy of 
the act. We want to keep our minds really fixed on 
the. larger issues. 

SIR THOMAS WHITE: <After all, the Minister of 
Finance must introduce a bill at the next session of 
parliament in collaboration and after consultation with 
his officials, and no doubt he could arrange such 4 
classification as they approve of. I have no doubt 
that before thc Banking and Commerce Committee the 
Insvector General would then go and say that that classi- 
fication had his approval. The Minister would say, 
"his has been drafted after very careful considcration 
by the officials of my department, having regard to 


suggestions which have been received by us", and I have 
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no doubt that such ehanges would go throngh without 
controversy. 

THS CHAIRMAN: I do not contemplate that our re- 
port will contain any Getailed recommendations on 
things of that sort. They would be on & much wider 
scale, but it may be proper for us to say, "Je have 
heard some evidence on the returns that are made, and 
it might be advisable that this matter should be re- 
considered." But we would not. go into details of 
that at all. 

COMMISSIONER LEMAN: There is one point on which 
Mr. Tompkins might advise us, and that is whether as 
regarcs the practice of the banks he has been able to 
achieve more uniformity in accounting methods and in tne 
classification of the various returns. 

MR. TOMPKINS: Do you refer to the classification 
of the monthly returns? 

COMMISSIONSR LEMAN: Or the yearly returns and as 
to the general practices of the banks? 

MR. TOMPKINS: My thought all along has been that 
uniformity of classification is something to be aimed at 
as desirable, and I think I have succeeded fairly well, 
generally speaking, in having the banks change any 
classification to conform to what seems to be a more 
desirable uniform nolicy. 

TT CHATRMAN: You want all the audits, of course, 
to be prepared on the same basis or they are no use for 
comparative puryoses. 

COMMISSIONER LEMAN: That is where the Inspector 


General of Banks has been of very great assistance. 
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TH. CHAITRMAN: You do not go to the various 
provinces? 

MR. TOMPKINS: No, I have nevor found it necessary 
to visit the branches of the banks. I heve kept in 
touch generally with conditions ené do keep in touch 
with conditions in<ll perts of Canidae, but the records 
at head office really afford «11 the necessary informa- 
tion. 

[TH CHAIRMAN: Do you as an officiel representing 
the public receive to eny oxtent communications from 
the public? 

MR. TOMPKINS: <A very great many. 

Thr; GHATRMAN:) I should rather Like. to hear from 
youae little cbout thet. Some of them I suppose would 
not be of great assistance, but on the other hand you 
will no doubt receive from time serious communications 
that are SORA 

MR. TOMPKINS: They frequently come through the 
Ministervand are, reterred tome. for direct, reply or for 
&@ memorandum or comments to enable the Minister to reply. 

THS CHAIRMAN: Would you give us an idea, with- 
out going into detail, of the points that heave arisen 
in recent times in that wey? 

FR. TOMPKINS: Compleints heve been mace of var- 
ious characters, some of which I have referred to the 
particuler bank concerned to enable them to investigate 
the mtter from the head office, and to put me ina 
position to reply in an intelligent way to the compleint. 

TUM CHAIRMiN: Are these intclligent complaints 


from individual customers? 
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MR. TOMPKINS: Very often. 

THE CHAIRMiN: Do you on the other hand receive 
eonstructive criticisms? Does that kind of thing 
ever reach you? 

MR. TOMPKINS; A great many of the criticisms I 
must say are unimportant and not deserving of very 
Serious consideration. On the other hand there are a 
few that are quite intelligent and require intelligent 
enswers. 

THE CHAIRMAN: You take these up enc enter into 
communication with your correspondent? 

MR. TOMPKINS: I usually receive more during a 
session of parliament than during any other period of 
the year. 

COMMISSTIONSR LEMAN: Pure coincidence} 

THE CHAIRMAN: I was not thinking so much of the 
Gisappointed borrower with whom you really cannot deal 
at @ll. I was wondering whether an inspector 
represcnting the public interest might not receive 
from time to time cither complaints or suggcstions that 
you might , through your influence, bring to bear upon 
the banks. 

MR. TOMPKINS: I have been able in = limited 
number of cases to bring the banks and clients together 
on matters on which there have perhaps becn misunder- 
standings. I do not say that these heve bcen matters 
of very great importancc, but very often complaints 
about minor busincss dealings have come to me. 

TH CHAIRMAN: I can understand that you may be 
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Have you, Dr. Clark, any more material thet you 
wish to place beforse us? 

MR. CLARK: I think not. 

TH! CHAIRMAN: Have there in the course of years 
in Canada been any previous inquiries comparable to 
the inquiry we are now conducting? Heve you had any 
Such inguiries before? In Enelenad before my inquiry 
there wo have had e serics of very important inquirics 
into such topics which were gone into very fully, Ny 
colleaguc Sir Cherles saddis was on more than one of such 
bodi¢s. Have you any blu book mateoriel in addi- 
tion to the statutory matorial hero ? 

WR. CLARK: I do not recall any inquiry of that 
sort of the scope that has boen givcn to this Commission. 
Of course there is the Ranking «nd Commerce Committce 
of the House of Commons which takcs up thc Bank Act 
at oach decennial revision. 

HON. MR. BROVWNLER: Could the record of the last 
inquiry when the Bank Act was being revised 4 little 
over ten yoars ago be obtaincd in hendy form? 

MR. CLARK: Yes, it could be. 

THE CHAIRMAN: I am glad you raised that question 
becausc on previous occasions from 1880 onwards the 
five revisals that heve taken place heave taken place in 
the ordinary parliamontary routine. Whet is thc 
ordinary procedure? Is the Bank Act referred to a 
special committce of parliament for the purpose of 
considtring what altorations should be recommndcd at 
the decennial rovision, or have you « standing committce 
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MR. CLARK: A standing committee of the Mouse. 

THE CHAIRMAN: There is a standing committee of 
the House which takes into consideration the statute 
and presents a report-.to the House? : 

SIR THOMAS WHITE: Might I explain? The procedure 
is this. The Minister and the Government consider what 
changes they think it is desirable to make in the existing 
banking legislation, and the Minister of Finance then 
has a bill drafted embodying those changes; that is to 
say it is the bill which he intends to become the legis- 
lation for the next ten years. He takes the initiative 
with regard to any changes. He introduces that bill; 
it is a government measure, and after its second reading, 
upon which there is debate of a general character the 
bill goes to the Banking and Commerce Committee, which 
is a very important committee of the House. The Bank- 
ing and Commerce Committee then take up in detail the 
bill which has already been discussed in the large, 
as I have said, in the House on the secona readine, and 
as a general practice they ask bunkers and others to come 
before the Committee to give them information and testify 
with respect to any questions that may be raised during 
the revision. Hach clause of tie Bank Act so introduced 
by the Minister of Finance is consiceread by the Banking and 
Commerce Committee. “he Banking and Commerce Comnittee 
may make changes, usually of course with the consent 
of the Minister, in view of the further light by 
reason of the information and criticism reccived, and 


when the bill is fimlly passed by the Banking anda 
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Commerce Committce it goes to the House and afterwards 
receives its third reading, and then goes to the Senate. 

THE CHAIRMAN: I see exactly. So in the ordinary 
course the Minister really promotes the bill. Now on 
this occasion the Minister is not promoting any bill 
for the decennial revision of the Bank Act. I undéder- 
stand that the Royal Commission is set up on this occasion 
because of the desirability of having « wider and more 
exhaustive survoy. 

SIR THAS VJHITE: ‘Which will be useful to the 
Minister in the preparation of thc bill. 

THE CHAIRMAN: And because of the cxceptional 
condition of affairs in the world just now it has been 
thought desirable that the inquiry should bc on a wider 
scale than is usually undertaken by your Banking and 
Commerce Committec. I quite follow. 

SIR THOMAS WHITE: The scope of this Commission 
is wider than that of banking. 

TT CHAIRMAN: And any recommendations that we 
sec fit to makc will be before thc Minister when he takcs 
up with his Department the new bill which will go for 
examination before the Banking and Commerce Committec. 

SIR THOMAS WHITE: Our recommendations woulda be 
uscful to him but would not in any way neccessarily be 
conclusive. 

MR. TOMPKINS: I shoulé@.likc to file with the 
Commission a return showing thc number of chartcred 
banks that have gonc into liquidation sines 1867. 


(Filed as Appendix "B") 
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THE CHAINMAN: It is a depressing note to conolaio 
on before lunch, but we siiall be glua& to have it on 
yk 

MRe TOMPKINS: I might add that the return has beon 
brought up to date recently and is more Sie itary. . 
giving the number of branches when operations ceased and 
the approximate or actual cost to depositors and the 
amount of double liability collectcéd. 

THE CHAIRMAN: I think that is good statistical 
data. 

NON. MR. BROWNLEZ: May I ask Dr. Clark whcthsr 
ne haa the cvidcnee thet was taken beforc the Banking 
and Commorec Committes whcn th: last revision of ths 
Bank Act took placc. 

MR. CLARK: It is in the form of a government 
bluc book. 

HON. MR. BROWNLEE: Have you cnough copics to 
Zive us one? 

WR. COLRK: Mr. Plumptre is going to deliver to 
cach membcor of the Commission this afternoon 4 synopsis 
of the ovidcnee takcn in tho inquiri¢cs since 19135 at the 
hearings beforc thc Banking and Commerce Committce as 
well as of thc spccial hcaring before the Bank and 
Commerce Committeg in 1928. 

THm CTAIRMAN: If these procecdings are reported in 
committce I think wc should have the proccedings in 
committce of the recont revisals so thet we can sco what 
matters have come up. 

SIR THOMAS WHITE: Yos, the advantage of that is 
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topies come up for discussion in that committee. 
The re may be a division of opinion in resarad to them. 
There are a number of questions that emerce at every 
decennial revision. 

THE CYAIRMAN: Hardy decennials, one might say. 

HON. MR. BRO'NLEE: And the discussion in the 
House and in the Banking anc Commerce Comnittee would 
Show what those topics are. It would give us a good 
cross-section of the different points of view. 

TE CHAIRMAN: Yes, we can read them on the 
train. 

MR. TOMPKINS: May I for the purpose of keeping 
he record straight refer to a question that Com- 
misSioner Leman asked at the beginning of this hearing 
with respect to the increase in the capital stock of a 
bank being approved by the Treasury Boara pursuant to 
the shareholéers! meeting. te asked the question 
whether the capital stock could be increased beyond 
the limit set in the original ect of incorporation. 

TH CHATRVAN: -In the case of ae merger. 

WR. “OMPKINS: “he answer is yes, they can, because 
he original act of incorporation provices merely for 
what is considered to be an appropriate capital at that 

time, and under section 32, as well as under sections 
103, 104 ané 105 the capital stock of the bank may be 
increased by by-law passed by the shureholcers anc 
subsequently approved by the “reasury Board ena by the 
governor in council. 

COMMISSIONSR IMMAN: Beyond the authorized capital? 


MR. TOMPKINS: Yes. 
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SIR THOMAS WHIT: There has to be a by-law passed 
by the shereholders of the bank which, under the author- 
ity of the Rank Act, enahles the cavital stock to be 
increased. 

T™ CHAIRMAN; If I might interpret the vocdbulary, 
because we use Slightly different language, the by-law 
is really a special resolution of the company. 

MR. TOMPKINS: Quite so. 

TT CHAIRMAN: I should have asked this question 
before, Mr. Tompkins. Before you became Inspector 
General of Banks you had had considerable banking exper- 
ience? 

MR. TOMPKINS: <A great many years, Since 1902. 

THE CHAIRMAN: AS a practical banker? 

MR. TOMPKINS: Yes. 

THE CHAIRMAN: I think it is desira§le to have that 
in the notes. 

COMMISSIONNR IEMAN: This question of the authorized 
capital in the charter of a bank is of considerable 
moment. 

MR. TOMPKINS: It is only of initial moment. The 
bank may grow, aS many of our larger banks have 
grown in the course of years, into a very much larger 
institution than was contemplated in the beginning. 

COMMISSIONSR LEMAN: What I mean is that the 
Treasury Board can automatically increase the authorized 
capital of a bank regardless of the limit set in its 
charter. 

MR. TOMPKINS: Quite so. 


COMMISSIOUNTR LEMAN: Is there eny Gocument giving 
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in comprehensive form the changes that have been made 
in the capital structure of the banks in Canada? 

MR. TOMPKINS: “he only thing I can recall at the 
moment that would give it would be Houston's Annual 
Review which gives the new stock issues mace by the 
banks from time to time. 

HON. MR. BROWNLEE: Can you set for us a compila- 
tion of the changes in the capitalization structure of 
the existine banks particularly with reference to changes 
that have taken place through amalgamation or con- 
solidation? 

(Re TOMPKINS: I think it woula be quite possible. 
to give that. 

TT CULIRMAN: The new stock issued is issucd at 
@ premium, and it has to be issued to existing share- 
holders in the first place? 

Ma. wt eis. Yes 

TIE CUATIRIV.N: And any balance they do not take 
up, the public may subscribe for? 

MR. BROUNLENS: There have been certain issues 
of capital stock sivine shercholdcrs two shares for 
one. 

YR. TOMPZINS: There has becn no splitting up of 
stock. 

YON. MR. BROWNLEE: Have you any icea as to the 
total figure? I was curious to have an historical 
account of the. matter. 

COMMISSIONSR LEMAN: aA compilation of th. yvarly 
returns would show it. 


MR. "OMPKINS: If it can be put in some convenicnt 
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form I shall be glad to do it. 

HON. MR. BROVNLSE: If it is not too much trouble 
I should be glad to have it. | 

THs CHLIRMAN: We are very much obliged to Dr. 
Clark and to the Inspector General for put timg us so 
very adcequatcly in possession of ae statutory and 
other matcrial which ought to be before us at the 
inception of our inquiry. The Commission will now 
adjourn so far as its public sittings ure concerned. 
I might announce that we are procecding tonight to 
Victoria, anc wc shall return here after we have madc 
extensive visits to various citics of th: west. This 
aftcrnoon wo propos? as we did yesterday to have an 
informal conference with the Deputy Ministcr and tho 
Inspector Gconcral upon certain or detailed mattcrs 
which we would liko to pursuc with them. This will 
conclude our present sittings. 

The Commission adjourned at 1 p.m. 


Vednesday, 8th august, 1953, to resume 
on Monday, 15th August, 1933 at 11 a.m. 
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PUBLIC SITTING 
The Court House, 
VICTORIA, BC. 


14th August, 1935. 
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Court Hous6, 
Victoria, B.C. 
Auguat 14, 1933. 


-= The Commission resumed -t 11:00 ofeclock, a.m. 


PHEMIER S. Fe TOLMIE: My lord and members of the Com- 
mission, I am sure thst we ere very glad indeed to welcome 
you all here. We fully realise the great importance 
of the work you have in hand. ‘We sincerely hope that 
the people of British Columbia will present their 
cases before you in Victoria and in Vancouver, because 


this {s °m opportunity afforded to themto clcar up 


r 


several matters on which we have their divergent vicws 

in this province. We also hope that your work will 

prove successful and:t the end we will be given a report 
and such recommendations oftcr you have passed across 
Canada and heard the evidence in different places 

that will prove of great value to tho people of Canada 

in solving some of our difficulties at least. We 

wish you all success, md that in every way you will 
achieve the results you desire, 

I have hended a brief in to yourSecretary presented 
wy the Government of British Columbia. 

THE CHAIRMAN’ ¢ Mr. Premisr and gentlemen, my 
first and very pleasant duty is to thank ;ou vory 
cerdially for the words of welcome which yeu heve 
just expressed. Personally - if I may be allawed 
to inject a personal note for a moment - 1t ke witBcthe 
greatest possible pleasure I find myself once more in 
Victoria after an interval of five years. Even a Royal 


Commission has its moments of relaxatim and the treatment 
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and the pleasures which you have given us here by 
your hospitality has indeed done much to make our 
task agreeadls. 

As you have said, sir, the task upon which we 
have embarked is one of great difficulty and great 
Significance. The occasion of our appointment 
is the arrival of the decennial period whon the Bank 
Aet of Canadacomes up for revision. The Bank Act 
of Canada began in 1871 and has been the subject of 
revisal in Pari ian ent on five previous occasions. [tb 
wasfelt, however, on this occasion that the ten years 
which have elapsed since the last rovisal had been 
ten years of such economic disturbance, had rai sed 
so many many difficult problems that it was ey Tee 
that Farliement in addressing itself once more to the 
task of revisal should have the advmtage of a complete 
survey of the financial structure of Canada for its 
assistance in carrying out that duty. 

Accordingly, the Government has seen fit to 
invite this Commission to make a much wider survey of 
the financial position than has been undertaken on 
previous occasions, and a feature of the Commission's 
work to which we all attach the very greatest importm ce 
is this, that we are having problems presented not merely 
on paer , not merely by written mepresentations and 
memoranda, but we have been sent, s to speak, en 
voyage throughout the whole of the Dominion of Canada, 
and we hope before we sit down to consider our report 
to have been able to visit all the Provinces of Ganada 


and most of the important cities. 
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We all recognize how very diverse are the eeonomic 
views obtaining in difforont parts of Canada. Each of - - 
the Provinces has its own problems to dcoal with, dictated 
in part by its climate, in part by its products, in pa t. 
maybe by its policies, And the advantage of going around- 
ws we are going around to all the different provinces - 
is that we shallbe able to establish personal contacts 
with the men who are roally conducting the business of 
the Provinces, Every institution, whether it is political 
oer economic, in the course of its workings is apt to reveal 
from time to time imperfoctions and defects, the remlt 
of experience; md the advatage of an overhaul from time 
to time in all our institutions affords those who are 
the critics an opportunity of expressing their views, 
and those who are the champions an opportunity of vindicat in: 
their position, end out of that controversy frequently it 
is possible to make improvemonts. 

The system of banking in Canaca has steadily progres: 
It has never bem reactionarye A study of the banking 
problem has shown how from time to time expedbnts have 
been developed, expedients quite peculiar to Canada. 
These expedients have becen involved for the purpose of 
permitting the institution of banking in Canada to be adapter 
to the reQdirements of the poople. | 

O@ne is apt sometimes to think of banks as though 
they could thamselves produce weal th, That, of course, 
is a mistde, A good banking system is the best possible 
assistmce to business and industry, but it does not itself 
create wealth, | 

The advantage of such an inquiry as we are now making 


will afford-as we hope it will an opportunity to look 
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intg these institutions as «2 whole th see how far, 
in the light of the economic requirements and development 
of Canada, any alterations or adjustments are required 
to render it even moro efficient than it has been in the 
past. The world has passed through a time when all 
institutions have been tried in a way which they have 
never been tried in the past. Stresses and strains have 
developed throughout the cconomic world which have some- 
times proved too much for some of our institutions, 
This is an opportunity now for deenovell reconsi deration 
of the position. | 

I do not wish, of course, to say much about our 
task, becaise we are just at the beginning of it; 
but it. ds.important, I think, as this ‘is the first 
occasion outside of Ottawa when we have met representa- 
tives of any of the provinces, that I should indicate 
the way in which the public md the Dominion 
can best assist us in our labors, We should like those 
who are representatives of the different interests in 
the Province to place before us candidly md frankly 
the criticisms which they may desire to develop upon the 
work of the banking system¢ After all, the banking 
system is the servant of the people. In the long” 
run, the prosperity of the banks is intimetely associated 
with the prosperity of the country, snc it is very 
important that there should be sympathy between the 
two interests. . . 

What we wmt to know is how far the people of 
the country have found thoir banking institutions adequate 
to their requirements - thoir roasonable requjremonts » 


end whether, if at all, thoy think that furthor facilities 
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or expedients might be developed which would be of 
use in their daily lives. IT have not the least doubt 
the bankers themsclves would welcome any suggestion 
either of a practical or reasonable character, for the 
improvement of their institutions. But it will. bo a 
great help to us in our task if we have before us the 
representations and the views as ‘you think they should 
be in our minds when we sit down to frame our report, 
and the purpose of our visit is really to elicit the 
local opinion in each place. We appreciate that each 
part of Canada has its own problems, its own difficultics. 

Our time, unfortunately, is very short. Written 
representations have dready been sent in to us, md 
I can assure overybody that they will receive our most 
careful attention. These reprosentations touch on 
varioustopics. We quite realiso that these topics 
are not easy to discuss always orally, because they 
are often topics of great difficulty and complexity, 
and sometimes it is more satisfactory to express the 
view in written form. However, we will be pleased to 
receive representations orally from any representative 
body thet cares to put forward their views or suggestions 
in that form. 

As regards toedeyts work, we propose to sit 
for a short time this morning, and wo shall be very — 
glad to hear any views of any gentleman put before us. 
We shall have to adjourn a few minutes after twelve. 
Then in the aftornoon we can resume SO far as we may 
not have exhausted any represcntations, 

I have before me a list of names in the first 


place, headed very appropriately by the head of the 
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municipal corporation of Victoria. I do not know 
whether his Worship would desire to say anything by 
way of starting our procecdings, in regard to the 


particular subjects we have to investigate. 


| ve 
(Page 215 follows) 
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If the Mayor is not present, 
before I go on to the other names with which I have been 
furnished I do not know, Mr. Premier, whether it would 
be your pleasure that I should read publicly the suggest~ 
ions which have emanated from your government. The pub» 
lic might wish that as a starte 

PREMIER TOLMIE: If you are pleased to do that, 
my lord. 

THE CHAIRMAN: The Commission have been favoured 
with various suggestions by the government of British 
Columbia in a memorandum which I propose to reade it 
is as follows: 

| SUGGESTIONS MADE TO THE 
ROYAL COMMISSION ON BANKING AND CURRENCY 
BY THE 
GOVERNMENT OF BRITISH COLUMBIA 
The Government of British Columbia desires 
to call the attention of the Commission to cer-~ 
tain phases of banking practices which are 
intimately connected with industrial opera 
tions in the province and the development of 
its natural resources.. On the sound extension 
of such operations and the rational development 
of such resources the future of the province and 
the prosperity of its peeple very largely depend. 
While the province has the resources, and 
while many of the people have the necessary know- 
ledge to make use of them and to conduct ine 
dustrial operations successfully, capital also is 
neceéssarye The logical source from which such 


capital can be obtained is the banks and financial 
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institutionse 


The Government is interested in encourag- 
ing the establishment of such banking methods and 
facilities a8 would result in capital being made 
available for such operations anddevelopment in 
such manner and on such terms as would be most 
advantageous to tne country at large. 

This government therefore prays that 
this Commission will, as opportunity oocurs, 
discuss and examine the questions hereunafter 
set forth: | 
1. TM money being made available by the banks 
for such operations, undertakings and development 
as are legitimate and appear reasonably seaeee 
If not, what is hindering the advances of capita] 
Can these hindrances be rearved, and how? 

One instance may be cited. Some three 
years ago, the strawberry industry of British 
Columbia required money to finance a system of 
berry processing. In spite of the apparent 
soundness of the s»oposition and the great’ possi- 
bility that existed that the undertaking would. 
prove a success, the berry growers could obtain 
no loans from the banks. Finally, the gover.nmey 
placed at theirsorvice the amount of $70,000. 
The berry producers only used $36,000, and the 
success of the undertaking was so great that wit 
in a comparatively short time the money borrowed 


was repaid and the whole undertaking resulted in 
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the berry producers obtaining a satisfactory 
price for the berries, which otherwise would 
have been wasted. 

2. Is money being made available by the banks 
for such operations, undertakings and develop 
ment in sufficient quantity reasonably to ensure 
success? If not, what are the obstacles? 

Can such obstanles be removed, and how? 

It is easy to see. how unsatisfactory it 
would be for an undertaking to be financed unvil 
it might be within reasonable reach of success, 
And then to find its resources cut off. The 
detrimental effect on industry generally would 
be very great, extending far beyond the particu» 
lar industry concerned. 

Se Is money being made available by the banks 
for such undertakings, etce, without unnecessary 
delay? if, not. what are the reasons for delay? 
Can these reasons be removed, and how? 

In such cases as the one regarding the 
strawberry growers, cited above, delay means loss. 
Such fruit as strawberries must be handled at once 
when ripeée There is no time to refer to a board 
two or three thousand miles away, which may have 
only a very general knowledge of local conditions. 
Whife the necessity of refertimg requests for very 
large loans to the highest authorities is recog= 
nized, it is suggested that a provincial board 


might be established, with power to make the 
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final decision on requests for loans up to a 
fixed amount, say $50,000. Thus an authority 
fully acquainted with local conditions could 

deal with such requests without delaye 

4. Is money being made available by the banks for 
such undertakings, etce, at a rate of interest 
that the undertakings can pay and still be success. 
ful? If not, what are the reasons? Can the 
reasons be removed, and how? 

This is a matter of great importance, for 
in these days of keen competition, restricted 
markets and small profits a reduction of 1 per 
cent or even g of 1 per cent in the rate of 
interest charged, in many instances, might mean 
success instead of failure. 

In regard to provincial finances, the 
government prays th:5 this Commission will cone 
sider the following questions? 

1. Are the banking and other financial institu- 
tions exacting excessive rates of interest for 
money lent in the province? If so, what justifi- 
cation for such exaction can be advanced? Can 
such justification be removed, and how? 

this is a subject that is very definitely 
in the minds of the people at tuis time, and there 
is a feeling that the financial interests which 
have undoubtedly acquired such wealth from British 
Columbia, have taken undue advantage of the pro# 


vince's need for money during the present time of 
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stress. 

2. Could a method be devised whereby the provinces 
gehaoata could obtain money for certain essential 
Sp noHos directly from the federal government, 

more advantageously than they do at present? 

If so, what steps c7.1d the provinces take towards 
finding and making effective such method? 

This question is also in the minds of the 
peoples Many think that the Dominion government 
with its powers in regard to banking legislation, 
ought to ee able to do something really worth while 
in the way of assisting the provinces to finance at 
less cost, 
3e In the case of British Columbia, would the 
settlement on the arable lancs oF Late we would 
cultivate such lands for the purpose of making a 
living, tend to strengthen the financial standing 
of the province? 

When it is considered that British Columbia 
has 23,000,000 acres of arable land, much of which 
is eminently suitable for settlement and cultivae~- 
tion, the a ha naturally arises whether the 
province cannot utilize such land to its own 
advantage. Lf the right kind of settlers could 
be obtained, namely, men who have some knowledge 
of what is required of them in order that they may 
be successful, it is thought that, though they did 
little more than earn a livines ror themseIves, yet 


the supplying of their needs would give such an 
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impetus to 4industrial operations, that the Waele 
financial outlook of the province would be sreatl 
improved. 
The government feels that the subjects 
referred to are well worthy of the consideration 
“of this Commission. It would appear that the 
basio industries and industrial operations of 
British Columbia should be able to secure from 
the banks, When prospects justify such loans, _ 
sufficient money to enable them to operate 
suecessfully. The prosperity of the whole 
province depends upon the success of such under- 
takings, and this government feels that sound 
industrial propositions should be able to secure 
the money needed at the time that it is needed, 
without unnecessary delay, in sufficient amounts 
to insure as far as possible every success, and 
at such a rate of interest as the operation can 
fairly be expected to paye 
While this government recognizes that the 
banks: have given excellent service so far as the 
establishment of banking facilities is concerned, ” 
it prays that Sn the interests of the industrial 
devdopment of the country the matters that have 
been referred to, only in general terms, be 
fully and completely inquired into by this 
Commission. 
(Signed) S. F. Tolmie 


Premier, British Columbia. 
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I think that we should make these representations 
part of the record of the Commission, and if I may say so, 
Dre Tolmie, they furnish very useful and practical topics 
for us to address our minds to. They are addressed largely 
to the bankse They are problems on which we shall have 
to hear the banks. You point out that in tho past the 
banks have provided excellent facilitics but that in the 
view of your government, and having regard to the special 
requirements of the province, still greater facilities 
might be given and that the banks should explore that ques~ 
tion and explain to us in what respect they may be able to 
meet the suggestions which your government has madee 

I think, Mr. H amilton, you have heard me read 
this statement of suggestions to tho Commissione Do you 
think that without special preparation you could furnish 
us with at least some prima facie comments on the points 
raised in the memorandum? We would welcome theme 

MR. M. D. HAMILTON (Pacifie Subsection, Canadian 
Bankers! Association): I think I em in’a position to 
make a few comments on a few of the points that have been 
raised. 

THE CHAIRMAN: I think we would welcome them, qiite 
understanding that you as just speaking on the spur of the 
moment, but the problems raised in the memorandum presented 
by Premier Tolmie are problems with which you are very 
conversant, and consequently we will welcome and I am sure 
the public will, some general statement on behalf of the 
banks in regard to meeting these requirements. 


MR. HAMILTON: I have a brief here from the banks! 
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point of view covering the situation generally, and it 


might possibly answer some of these points in a general 


way, if I might present it to your lordshipe 


tione 


THE CHAIRMAN: It is a prepared document? 


HAMILTON: Yess 


THE CHAIRMAN: I think that is a vory good sugges-~ 


HAMILTON: The memorandum reads as follows: 
To the Chairman and Members 
of the Royal Commission on 
Banking and Currency. 
My Lord, Sirs ana Gentlemen: 
As representatives of the .Canadian 

chartered banks operating in British Columbia 
it is our wish to extend to the Chairman and 


the distinguished members of the Royal Commission 
on Banking and Currency a most sincere welcome 

to this province on behalf of the bankers. We 
are deeply conscious of the importance of your 
mission and feel duly honoured that British 
Columbia has been favoured with the opening 
sessions of your meetings which are to extend 
throughout this Dominione We desire to assure 
you that we stand ready on behalf of the banks to 
answer as far as we possibly can any questions 


your Commission may wish to ask us regarding the 


prevailing banking practice in this province. 
On behalf of the Pacific Sub-Section of the 
Canadian Bankers! Association we beg to submit 


a brief review of some of the problems encountered 
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in financing the varied industries of British ~/ 
Columbia. The fact that our seaports gale 
separated by extensive mountain ranges from th< 
land which they should serve, including the 
vast province of Alberta, creates a natural 
barrier to transportation and trade, and with 
most of our valleys running to the south and 
tapped by communication Lines from the Unite 
States, there has been a continuous contest 
since Bonitedanat ton to divert our trade in 

an easterly and westerly direction and so link 
it more closely with the rest of the Dominione 
The fact that our relatively small population 
is so largely confined to a few points on cur 
seaboard, leaving about one-third scattered 


over a vast area consisting of some sizeable 
settlements remotely situated, has added to th 
problem of rendering a panies service to 
provide facilities needed for development, but 
despite this and the steadily increasing taxa« 
tion on banks of recent years, the desire of t 
hanks to serve the public has led to the estab 
lishment of branches virtually at all points 
where the town or district provides a populatic 
of 1,000 or more, and the keen competition 
between banks has in numerous instances in the 
past led to the establishment of more banking 
offices than were warranted in some arease 
Lumbering continues to be the principeg 
industry of British Columbia despite the vicis 


tudes of recent years and it is very clasely 
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interwoven with the business community of 

our larger centres, Because the loanable 
funds of the banks are comprised of the 
savings of the people, which must be kept 
inreadily realizable form, it is not custom- 
ary far the banks to finance the purchase or 
carrying of standing timber, and while the 
Bank Act permits of security being taken on 
standing timber, this is mainly used for the 
purpose of providing a background of safety 
against the natural hazexdacs of fire, flood, 
etcs, encountered in financing che lumber 
industry. For the same reason vanks can only 
be expected to find working capital for timber 
operations to the extent where it is reason- 
able possibly to liquidate such loans annually 
without impairins the efficiency of the rela- 
tive operation so that when seasonal shutdowns 
arrive the loans will liquidate naturally 
from the marketing of the products. Logging 
eperations are usually carried on at points 
along our broken coast line and in tre in- 
terior some distance removed fram towns where 
bank branches are located and consequently 
there is difficulty in checking closely 

such Section 88 security 9° is available. 

The latter is mainly confined to logs actually 
in the water as those lying in the woods 

still require considerable expenditure to 
place them in booms and are subject to a 


great fire risk at certain seasons against 
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which insurance would be prohibitive. Even 
in loaning against booms of logs there is 
always some hazard from sudden storms in 
towing these to market and, finally, there 
is the resulting credit risk if the logs are 
sold on time to a sawmill in a weak financini 
position. Furthermore, the reasonable 
priority of wage claims imposed by the Bank 
Act, together with the necessity of seeing 
that royalties due to the government are 
allowed for and the occasional uncertainty 
of markets, necessitates due caution to be 
sure that the logger has sufficient equity 
in the logs to provide the necessary margin 
for banking security. It therefore be- 
comes necessary to rely very largely ‘on the 
proven character andc apacity of the logger 
with due regard to the background which he 
has by way of timber or other fixed assets 
free of S6mcumbrance in case the log security 
does not realize sufficient to retire the 
relative loan. As to the financing of 
sawmills, our iarger plants are in close 
proximity to the larger centres so the 
checking of the security does not present the 
same difficulties and of course the lumber 
product forming the security is usually well 
advanced to the marketing stage and some- 


times much of it is sold on firm contracts. 
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Many of the smaller sawmills are scattered 
throughout the province and up the coast at 
somewhat remote points, but provided their 
liquid position is satisfactory and their 
fixed assets sufficiently clear to provide 
adequate support, they are accorded the 

same credit proportionately as the larger 
concerns. The financing of shingle mill 
operations is conducted much in the same 
manner, but most of the cedar bolts used 

for this purpose are taken out by hand labcur 
and the woodsmen are usually under 

contract to the milis or timber operators 

so financing of their needs is usually done 
through the contracting parties. Similarly 
the production of poles and like products by 
individuals, often with little background for 
eredit, is financed by the purchasers of these 
products,.who in turn .very oftenreceive an 
advance payment at the beginning of the season 
from American buyers desirous of making for- 
ward contracts and in addition borrow from 
the banks against their available security. 
With respect to ties ~~ railway sleepers -- 
however, which are an important feature in 
providing winter work for settlers in outlying 
parts, the banks make advances against such 
ties as are hauled to the railway siding when 


duly accepted by the tie inspector for the 
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railways against the security of the relative 
assighed account. Another feature of the 
lumbey trade is the financing of brokers 
buying lumber from the mills and selling it 

to lumber yards on the prairies or in eastern 
Canadas This is mainly cared for by time 
drafts on the purc'iiser and it is of course 
necessary for banks to require further secur- 
ity to provide against refusal of shipments 

or the failure of the eastern buyer before 
payment of the relative draft. Under this 
heading we would also deal with pulp and 
paper forming an important part of our forest 
production, but this is mainly in the hands of 
a few large companies at the coast which 
readily receive such banking assistance as 
may be required, based on their liquid market- 
able assets, and these companies in turn 
usually finance the contractors who supply 
“ean raw products to them as they are in a 
better position then the banks, through their 
woodmen, to keep in touch with such operations 
and recoup themselves when the products are 
finally settled for. 

Despite the mountainous nature 
of our province agriculture ranks next to 
lumbering in value of production. The delta 
land of the Fraser and its extensive valley, 

while mainly devoted to dairying, is alse 
| rich in other agriculture production, ineludy 


ing such special items as hops and tobaccoe 
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On Vancouver Island there are several exten+ 
sive districts devoted to mixed farming, whils« 
poultry and small fruits form the product of 
many small holdings. Farmers engaged in thes 
activities usually borrow from the banks in- 
dividually, credit being limited to expenses 
for production and harvest with due regard to 
markets and the necessary background to be 
provided by the position of the land and the 
proven character of the borrower, The growing 
of vegetables and small fruits is also a 
feature of the Fraser Valley, but the main 
fruit crop of the province is the apple pro- 
duetion of the Okanagan and several areas 
adjoining it, Important featurcs of the 
fruit areas are the Sicnbobative organizations 
of growers formed into local associations 

for each district and while the packing and 
selling charges on fruit are financed by the 
banks for such associations, the individual 
grower borrows direct for his harvesting ex- 
penses and other costs of producing the fruit. 
Loans to individual framers frequently rest 
largely against the security afforded by their 
dairying herds, with repayments coming from 
their monthly milk cheques from the centrel 
marketing organization, but there is also 
extensive financing needed for the larger - 
cattle ranches of the upper country against 


sizeable herds. Our beef industry is 
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greatly hampered by its distanco from castern 
and overseas markets and ovor since our 
cattle wore shut out from our natural 
United Status coast market by the Fordncey 
tariff, the live stock. business gencrally 
has been at a low cbbe Difficulties have 
been encountered from grasshopper posts and 
drought and thore is always the necessity of 
growing sufficient winter feed for the herd, 
for which purpose irrigation is ofton requirec 
as most of the largor ranges are located in 
the dry belt of British Columbia. Of recent 
years the shecp industry has boon substantial: 
enlarged in some sections and this is, of 
course, subject to much the samc disadvantage 
respecting availability of markets and runs 
the risk of loss by depredations of cougars 
and othor wild animals. An occasional 
severe winter or late springalso presents 
difficulties, but in general the main trouble 
is in thedistance from available markets. 
Compensating advantages are the abundance of 
bunch-grass range and water in the interior an 
the milder winters than on the prairies for 
even though the temperatures are in part 
severe there is absence of blizzards and some 
shelter in the valleys. 

Mining comes noxu in importance 
and the demand nature of our loanable funds 


naturally limits the assistance that can be 
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rendered to mining. Banking funds cannot 

be used for the financing of prospcocts because 
of uncortain repayment and loans against 
motals are oF necossity confined to ore 
separated from the mince or concentrates usuall 
in bins awaiting shipmont or else in the share 
of bar metal at smelters en routo to market. 
Producing gold mines have little need of ex- 
tended banking assistance as their product is 
so quickly converted and the production of 

our base metals is mainly in the hands of 
large companies adequately provided with 
working capital and affording sufficicnt back» 
ground for any temporary banking assistance 
needed in marketing such products. The 
individual miner is able to forward his gola 
dust and nuggets through outlying branch banks 
obtaining advances against it pending full 
settlement based on the actual cortificates of 
the assay office. 

As to fisheries, the main pro- 
duct for many years has been canned salmon and 
since the individual fishermen are usually 
under obligation to the canners taking their 
product for boats and nets, banking accommo- 
dation must be mainly confined to the manu- 
facturer of the product, from whom security 
is taken by way of section 88 or warehouse 
receipt on canned salmon in storage awaiting 


shipment, much of which has been sold on 
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forward contricte With inproved methods of 
freezing, the fresh fish trade has become 
increasingly important, particularly the 
halibut, which finds a market mainly in caster 
centres and the operators are usually large 
companics whose banking accommodation is 
afforded along the lines usually employed with 
other large food purvoyors elsewhere. Pil- | 
chards are mainly caught on the west coast of 
Vancouver Island and form on important part of 
our fisheries, the oil and meal boing generally; 
in fair demand, but with the uncertainty of 
markets and limited knowledge of the habits 

of the fish, difficultios are encountered in 
bank financing, which, however, is usually 
confined to amounts fully secured by the 
resultant oil and meal awaiting marketing. 

For many years past the salt herring trade 

has been a feature of Vancouver Island fisher- 
ies, but this has largely been in the hands 

of Japanese contractors and as the fish mostly 
found an outlet in China international diffi 


culties have -recently hampered the trade; 


financing is usually confi..sd to irrevocable 
letters of credit furnishes by tho Oriental 
buyers. 


The foregoing relates to our 
main industries and such manufacturing as is 
possiblo apart from that relating to lumber 


and wood products is largely confined to 
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roquircements of our forest, fishing and 
mining industries, The manufacture of loggi1 
machiney, marine engines, lumbcrmon!s clothings 
and logging equipment is, we bolicvo, finance 
in the same way as pertains to manufacturing 
in other parts of Canada, and this clso 
applies to most of our wholesalcrs. Indeed, 
among our manufacturers and wholesalers thee 
arc many westcrn branches of Canada-wide crga:z 
izations whose financing is arranged at head- 
quarters and loans are usually centralized 
there which relate to goods in warchouse on 
the Pacific coast and through our branch syste 
thereby likely employing some of the deposits 
of the banks in British Columbia. Similarly, 
it is the case that most of the grain in 
elevators a waiting shipment here. provides 
security for loans on the books of the banks 
at prairie points which are in turn retired 
here by bills of exchange supported by the 
necessary shipping documents for exportation 
of such cargoes. The increasing use in re- 
cont years of the Panama canal for shipments 
of grain to Europe has been an important 
feature of business at the coast and indeed 
during the past winter, with lumbering at such 
a low ebb, it provided much of the money cir- 
culating in trade and the disbursements of 
transportation charges on the grain en route 


assisted materially at railway points in the 
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interior. Benking credit is largely used 
in the financing of these grain exports as 
well as our extensive and growing lumber 
export trade, much of which is against lette: 
of credit from foreign purchasers providing 
for payment on presentation of draft and | 
documents in New York and London. With th« 
growth of this shipping it is natural that 
the imports should steadily increase also ai 
Vancouver banks frequently provide letters « 
credit for the importation of such products 
as well as for the freight and insurance. | 
They also assist in the manufacture of thes: 
imports where required but within the lines 
prevailing elsewhere. 

Another feature of business 
in this province is the existence of many a 
for eastern Canadian ... British houses, or 
of whom operate on commissicn while others : 
on a more independent basis, and financing 
their requirements is largely provided by 
banks in arrangement with the principle 
ropresente:., or by warehouse receipt on 
products awaiting sale. The financing of 
our retail trade does not differ much from 
banking practice elsewhere in Canada, put’: 
generally speaking, the need for extending 
monthly credit to many customers and the Le 
of working capital by so many small store- 


keepers renders it necessary for the whole- 
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salers to whom they are so largely indebted anywe 
to carry such retailers, and banking accommoda- 
tion must be limited to quite temporary advances 
pending collection of monthly accounts. Very 
often the drafts of the wholesalors in payment of 
their bills aré being presented to the banks befo 
the latter have had time to clear the currency 
and cheques deposited in such accounts to meet 
these maturing obligationse This is particu~ 
larly the case in cities, but with the country 
merchants, and pr rticularly those in business for 
longer periods than the average city retailer, 
working c@ital has been accumulated through pro- 
fitable years, and is available for use in carry-- 
ing customers during periods of business depres 
Sione The country merchant very often ex» 
tends credit to homesteadergs and others who really 
have little, if anything, clear of statutory ex~- 
emptions, and then such a m-rchant usually takes 
the settlers! products in treae, end freqmently 
carries such accounts for much longor terms than 
could sfifely be granted from the loanable funds 
of the banks. Every branch bank pays particule 
attentiom to banking by mail to facilitate the 
business of those located at a distance, and in ov 
lying settlements, and special forms are provided 
for mail customers so as to minimize their letter 
writing. Country branches are also equipped 
to sell drafts and remittances payable in foreign 
jands, a service which is used very 


freely by foreige-MOrn workers in our logging 
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camps and mines. At every important center 

the branch banks are equi pped with safety de» 
posit boxes which cm be rented for a-smal]-ennyjet. » 
f ce and afford protection from fire and theft 

to valuable pap ers. This and other services 

are made available in many outly ing parts of the 
province, through the branches of the-chartered 
banks. 

We trust that the foregoing will make 
clear some of the aifficultics encountered in 
providing banking facilities over a vast yet 
sparsely populated arcae Sunstantial capital. 
invéstment is needed for development of this Pre» 
vince, particularly with reference to our lumbering 
and mines, and with the former costly logging 
railways are necessary at many points to get the 
timber down from the mountain sides to the sea, 
because in the course of time much of the timber 
along the Coast has been cut and logging companics 
must go further afield. It is only possible 
for the banks to supply a portion of the working 
ca ital for-such ventures, and consequently the 
fixed capital must come from other sources and oe 
everything posshble is done to encourage such in- 
vestment and among the advantages arc our banking 
sorvices which are usually made readily available 
for these larger enterprises wherever they locat ce 

We have confined our remarks to the probe 
lems which appear to confront British Columbia in 


particular, but like the rest of Canada, our Pro- 
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vince iF so dependent on the sale of primary 
products in the shape of grain, lumbor and metals 
to foreign lands, that in the final analysis, wor? 
priccs for such prodycts must necessarily govern 
bhe banking assistance rendcred these industries, 
notin feature ig our dis ’*:129 from world marke 
atd, and larger centers of populsetion on this 
continent, md finally there is an important | 
barricr in the long rail haul of our goods to the 
nearost natural market for our main products) 
wh ich is rightfully the western half of the 
prairie provinces. 

All of which is respectfully submitted 
on behalf of the Pacific SubswSection of the 
Canadian Bankers! Associations 

(signed) M. D. Hamiltone 


(signed) E. W. Lempreys 


(Page 245 follows) 
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THE CHAT RMAN; Wo are very much indebted to a0 
Mr. Hamilton for his instructive picture of the conditions _ 
under which he works. May I ask, Mr. Hamilton, would you 
be in a position just now to teke up some general topics 
if we put them to you,—or would. you prefer to deal with 
them later? 

MR. HAMILTON: I might speak briefly on. one-or two. 
of them, my lord,—but.1I..would like a little time 
perhaps to consider my reply. 

THE CHAIRMAN ; For. instance, here is. an. insta ces - 
The government in the statoment they have given to us 
refer to ono specific instm ce of aparticular enterprise 
with the viewthat you are being hampered by not being 
able to extend banking facilitics to what I would condi dor 
a very attractive enterprise, that of the growing 
of strawberries. Under section 88 are your powers such~ 
as to enable you to take advantage of a group of that 
kind? 

MR. HAMILTON; No, my Lord. Section 88 provides 
for loans only to the owners of the goods. The case 
referred to was that of a co-operative association 
which did not hold ownership in the goods, the ownership 
still remaining in the hands of the individuals forming the. 
associatione 

I do recall something of that particular 
-transaction, but there are cortain features which, becai se 
of the. confidential nature of the relations between 
the banks and their customers I cannot disclose as they are 
inviolate everywhere, but there are foatures which 
affect tho assistance finally rendered by the government. 
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te give advances, md I bolicve the government was 
willing to give aguarmtce, undor the Industries Act, 
and the banks without delay - there was no undue delay 
in that case - granted tho credif, provided the govern- 
ment would guarantcoit, but it was then found out by 

solicitors that the act was not broad enough to lot the 
me perparns give such guarm tee. 

THE CHAIRMAN: That is the Industries Act? _ 

MRe HAMILTON: Yos, my lord, the Industries Act, 

Wo heard nothing further about it, md the government 
decided to advance the money under the Industries Act, 

THE CHAIRMAN : What rather strikesonc, Mr. Hamilton, 
is that here is om enterprise, possibly Spetulasive 
at the outset but which has apparently turned out very well 
end under your interesting system of making advmces you 
might wish to render assistance; would you wish to hae 
section 88 altered ta enable you to take part in such 
an onterprise; in other words, do you find yourselves 
hampered and restricted by the existing powers in assisting 
industries where you would like to assist them? 

MR. HAMILTON: We were going to ask for the 
protection of the government and they wished to give it, 
but under section 88 it was f ound that the ownership of 
the goods was imperative-+-= 

THE CHAIRMAN: There was a leg-l impediment? 

MR, HAMILTON: Yes, my tords that wasovercome 
by a local co-operative organization, notably in the fruit 
industry, where the owner assigned his awnership of tho 
goods for the expross purpose of having it hypothecat od 
to the bank, In that particular case we took the trouble 


to provide the necessary forms to firms in the Okanagm, 
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but it was not gono on with, when it wasfound we doudd 
not get the government guarasntoo, | 

THE CHAL RMAN: One of the things we would like to 
explore is whether the bankers in their day to day 
reorttiact with customers find themselvesunder the existing 
code hampered in assisting onterprisos where you would 
otherwise be willing to assist; that is, where you hada 
ma in whom you had confidence, and found yourself 
unable, by roason of legal or other difficulties, te 
assist him. He is in aposition to give you the 
security necessary, but other difficulties of that kind 
arisee Are there any other points where more widming 
of your existing powersor some new power might assist 
you? 

MRe HAMILTON: Occasionally there might be, my lord 
but generally spoaking moSt of such orgmizationshave no 
assets and there is an unwillingness on the part of the 
members to teke arisk which they might e.amnably dome. 

THE CHAIRMAN: In giving aperson:l guarentee? 

MR.» HAMILTON; Yos, my lord, in giving spersonal 
guarmtec, Although we have gone so far as to specifically 
limit the guarantee so that a farmer with obvious mem s 
would not be ee tes ee than a certain amounty 
but many have no assets and if thoy were to give a guarantee 
the amount would be so limited that a farmer with no means 
would not suffer beyond a certain point. 

THE CHAIRMAN; Would the co-operative institution 
be liable to yom only to the extent of its corporate 
funds so that its members! responsibility is not pledged? 

MR. HAMILTON: For whatever their equity might be, 
my lord. They usually only have apacking house and the . 


good will, whatever that might amount to. 
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But, my lord, we must aloays bear in mind that our 
funds represent the savings of the people, and we must - - 
before loaning, make sure that we can get back our money, 
always bearing in mind also that fruit is aperishablo 
commodity and not like the wheat which is stored in 
government elevators, and there are othor features 
we must remember and so, due to the very nature and 
charactor of the commodity, we are hampered in our ability 
to deal with it. 

THECHAIRMAN: That answorsthat particular qvestion 
but the memorandum raises one or two general topics on 
the order I have suggested, namely, whether the banking 
institutions are at the moment, with the facilities at 
hand able to assist enterprises to the extent they may 
want to assist them, or are there difficulties encountersa 
in their daily practice which prevents them from doing 
what they would otherwise be able to do? These 
are general gestions, no doubt, end any man who is 
working under this system, oncounters difficulties as he 
goes along, and any man who is immerse@ fin the business 
knows the "snags" _ if I may so put it, and we wat 
to know if you found that the existing system hampered 
you in assisting enterprises, where they were legitimato 
businesses, and you would really like to assist them, 
only you found yourself restrained in some way. 

MR. HAMILTON: | Answering you briefly, my lord, 
it is largely the character of the funds wehave to lend 
which in the final analysis hampers us. They are of a 
demand nature and not time funds. They must be 
kept ready at all times. | 

THE CHAIRMAN: Onequite recognizes this, 
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that you cannot contribute fixed c»pital for undertakings, 
That is the province of other institutions altogether, 
They must be liquid and subject to cnll, it is your 
Business to finance undertakings which vie Over. 

MR. HAMILTON: Quite so, my lord, and we do. 
Might I say, in respect to waking capital, that it is in 
general the practice for bankers to finance between the 
peak of the requirements of a going industry, and the 
low point where the goods are down to the lowest stages 
of the year, aiming always as annual liquidations. That 
has been one of our fundamental aims, so that at least 
once a year we can count on that money coming back from 
that particular industry, so that that portion of working 
capital is limited by fixed amoru.ts between the peak and 
the low. 

THE CHAIRMAN: That helps to smooth that out. 

MR. HAMILTON: Yes, my lord. 

THE CHAIRMAN? Yes, I follow you theres 

SIR THOMAS WHITE: : One point, your lordship, I would 
like to bring out. 

Mr. Hamilton, in making loans under Section 88, 
do you take into account the character of tn> borrewer, 
and his financial standing, a8 well as the security you 
get under Section 88? 

MR. HAMILTON: Always. That is one of the funda- 
mentals of the loan. = 

SIR THOMAS WHITE; supposing ou had at application 
from a borrower, who had practically no capital, or from 
a coOmoperative organi zation: It might be true foot you 


would be able to get security undér Section 88 upon the 
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production of the operations for the ycare Would you be 
content with that? ie ; 

MR.» HAMILTON: No, sirs not without charactors 
Becaise Section 88 permits your security to remain in the 
hands of the borrower, It would be impossible to keep 
en officer of the bank there, in any case. By the very 
working of the Act, you do not assume to take possesai on 
of the security, but leave him the fullpower to deal with 
these goods end turn them over, so long as you are 
satisfied he is doing it honestly md rightly. 

SIR THOMAS WHITE: Taking into account possible 
Pinctuatione in prices? 

MR. HAMILTON; Price fluctuations, of course, yes, 
Sir Thomas. Our custom is to get monthly statements 
of the goods on hand. He makes a declaration of what he 
has, md we make examinations from time to time, not 
necessarily every month, but periodically, as opportunity 
arises, and we check the vannes with the going markets, 
but always with this thought in mind, that they are 
in his possession of necessity, md the character and the 
proven stability of the man you are trusting must come 
into the picture very largolye : | 

HON. MR. BROWNLEE: Mr. Hamilton, may I ask this 
question? Do you care to state to the Commission here at 
this time the extent to which you have my authority 
established in British Columbia for the purpose of passing 
upon loans up to a certain amount? You have your 
Provincial supervisors, have you not? 

MR. HAMILTON: That hasrbeen stated by our General 
Manager in an annual report, and whilst I might make a 
general statement, I think a matter of that kind should 


preferably come from the head office. 
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HON. MR. BROWNLEE: Would you be willing to 
give us that in a privato statemont lator on? 

MR. HAMILTON: I would bo glad to do that, 
also to make public such facts as havo been mado public 
in an annual report of that bank throo years ago.. It was 
the bank with which I happenod at that time to be connect- 
od. JI am to-day representing tho bankers, with my 
confrorc, Mr. Lompreye i 

Briefly speaking, it is this: The bank with which 
I am associatcd has ovor one hundred and fifty thousand 
borrowors. Ekghty-fivo por cont. of the number of 
those borrowers have loans of one thousand dollars or 
under. Any one of our managors can loan up to one 
thousand dollars without asking the supcrintendent or any~ 
bedy else. Sc that, as rogards eighty-five per cent. of 
those borrowers, if refusal is made, it is because the 
manager is satisfied in his own mind that it is not a 
proper loan to makce 

Beyond that, as has been stated in our last annual 
report, ninety-six por cont. aro for five thousand 
dollars or undor, and thoso come within the discretionary 
limitations of tho suporintondont. Going higher than 
that, it is necessary to refer to our headquarters in 
the East. I would be very glad to disclose the various 
limitations to tho Commission. 

HON. MR. BROWNLEZ:. Would you be prepared at 
the same time to submit to us - bocause I would like this 
information anyway - a statoment covering tho Cooperative 
Association Act in this Province? The reason I ask 


that is that it has beon suggosted that under seetion 88 
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as regards the wheat Doon organizations in tie prairio 
provinces, they were able ta give the mecessary — 
security undor section 88, notwithstanding the fact 
that the €o-operative Association was not the owner 
of the goods, and what I am curious to learn is what 
the difficulties are in this Province which distinguishes 
you from the prairie provinces, who were able to finance 
these pools and take the sceurity under section B85 
MR. HAMILTON: I cannot speak for the prairie 
provinces because my memory does not po back that far. 
I was a very young officer in the bank whon T was on 
the prairies, tut, as I said before, there is a clause 
in the contract with the Association by which the 
owner expressly turns over his ownerstic in the goods 
to the Association to be pledged with their bankers, 
and that is so with our fratt associations throughout 
the interior, and such branchs of them as are heres 
In this particular instance which I rqad end that brought 
forward by the Government, they did not have that sane 
contract with the growers, which gave the right in the 
goods to the Association, and the Feats on expresdl y 
states that. the ownership must be in the borrower, | 
HON. MR. BROWNLBE;: But the Fruit Growers! 
Association - 
MR. HAMILTON; Their contracts »rovide for that. 
I took the trouble in this particular ir.stsarce to send 
a copy of that contract to the people with whom we are 
dealing in this strawberry organization, so that they 
could take that step if they saw fit, but they did not 
come back. Credit was authorized, but the Government. 


could not guarantce it, and we heard nothing beyond that. 
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SIR THOMAS WHITE: How many superintendents are 
there in Canada? There are suporintendentsof 
regions and superintendent for each of the branches? 
Are the British Columbia superintendents domiciled in 
British Columbia so that they may give immediate 
consideration to any application for a loan, beyond the 
power of the branch manager? 

MR. HAMILTON: Yos, Sir Thomas, Mr. Lanprey 
is the Superintendent of the sBank of Toronto, as well 
as the Menager of the Vancouver Brynche 

SIR THOMAS WHITE; Supposing you have a loan 
beyond the jurisdiction of the superintendent; briefly, 
what is your practice? | 

MR. HAMILTON; brit kis immediately necessary 
to have adecision, as it is frequently, we telegraph 
briefly the particulars, the purpose of the loan, the 
source of repayment, what we lmow of toc secuzitics md 
the people bekind it and our expericnce eee and, 
of course, our own recommendation, based upon our manag eris. 
recommendation, and we get an answer over night from 
our head office. That is frequently done - very very 
often. 

THE CHAIRMAN ¢ I understand the local manager 
has jurisdiction up to $1,000. _ 

MR. HAMILTON: I might say, my lord, that every 
local manager even of the small sub-branches in the 
city has that, In the towns we may vary that according 
to the local neocds. For instance, in a town of 
two or three thousand inhabitants, the manager may have 
jurisdiction up to five thousand dollars. 


THE CHAIRMAN : Because he is a gentleman of 
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larger expericonc¢a? 

MR. HAMILTON: Yos, my Lord. 

THE CHATRMAN ¢ But in the majority of the 
districts the managor has jurisdiction only up to one 
thousand dollars. 

MR. HAMILTON: One thousand dollars 1s the minimum} 
ordinarily it is two thousand dollars, 

THE CHAIRMAN: Yos, I follow that, 

MR. HAMILTON; And that is graded up to ton thousand 
to fifteon thousand dollars in the city. 

THECHATRMAN ¢ I think perhaps we had better adjourn 
until two otclock. I may say in passing now that any 
members of the public who may wish to submit documents 
or who may have any observations to make might hand 
their names to Mr. Plumptre, the Secretary, in the 
interval so that we may call upon them this afternoon, 


I hope we shall have some assistance of that sort, 


---- The Commission adjourned at 12.10 P.M. 
to resume at 2 P.M. 
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THE CHAIRMAN ; Gontlemen, his Worship the 
Mayor is hore. He desires to say -a ome words on the 
resumption of our procecdings. 

MR. LEEMING {Mayor of Victoria): Your Lordship 
and members of the Commission, first of all I wish to 
apologize for not being present thig morning to cffisialay 
weleome you on behalf of the City of Victoria. Owing 
to the stress of business I was so detained that the 
matter got beyond Os However, I now on behalf of the 
City of Victoria wish to extend to this Commission the 
heartiest welcome. The City of Victoria, the Capita 
City of British Columbia, is known as the City of gardens 
and flowors, and we try as far as lies in our power to 
make those people who come here to stay with us for a 
short while as 1 appy as possible; we hope they will 
enjoy the hospitality of Victoria in every way possible, 
If you have time while you are here to go around a 
little and visit our places of interest I am sure you will 
enjoy thom. We have our government buildingss we 
have a fine Provincial library$ we also have the Astron 
Physical Observatory as well as an observatory at Saanioh. 
We also have Mr. Buchart's gardens which I believe you 
visited yesterdgy e And I am convinced that you 
will find in the legal profession here and members of 
the Government gentlemen who will sce that every moment 
of your visit in Victoria is one of happiness. 

I appreciate the fact that you have indeed a vory 


very important mission t& perform, and I am sure that 
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the deliborations of your Commission will be helpful 
to the Dominion of Canada genorally. 

On behalf of the Citizens of Victoria I again 
wish to extend to you a wam, hearty and personal 
welcono. 

THE CHATRMAN : Wo are all very much indobted 
to the Mayor for his very kindly welcome to Victoria. 

We have had a chance alroady of visiting the beatiful 
gardens to which ho has roforred, and rove also visited 
the Parliament Buildings. We only vw osh ovr stay 
could be longer to enjoy the other pleasures to which 
he hasreferrede 

Taking advantage of the Mayor's presence, we might 
ask whother, as Mayor of the municiplity here, his 
relationship to the banking ~."stem in Victoria has been 
satisfactory, or if you have hod ony financial difficulties 
in connection with the raising of funds, or in ony other. 
way, or whether you would like us to consider ony matters 
affecting your munic ipality from a financial point of 
view If you are able to throw any light on that 
position we will be vory much indebted to your Worship. 

THE MAYOR; I shall be happy to say something 
on behalf of the City of Victoria and its relations with 
our banks. Our bank is tho Bank of Moptreal, Under 
the Municipal Act, undor which wo opor' cc, ec’ ties are 
permitted to borrow from the bank current loms to the 
extent of the amount of the annual levy plus the arrears 
of taxes that are duce to the Municipality. That is the 
full smount to which wo con borrow for current use. 
Naturally we do not borrow ths amount of money because 


we do not noed ite But the bank always, so far, 
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has lomed to the City of Victoria my money that it 
reQires within thoga limits. 

We were paying five and 2 half per cent. per 
annum interest, which is the lowest rate paid by any 
city in the Province, and we share it with Vancouver, 
When the bank rate of interest was reduced to five per 
cent. the bank immediatoly gave tho city the benefit 
of that half per conte So to-day we are paying five 
per cent. per annum interest on the amount of money 
we owe from day to day. 

Our taxes are hypothecated to tho benk to rephy 
this loan, and as they come in from day to day they are 
deposited. We have a special arrangement whereby 
we get prepaid taxes, and this money automatically passes 
into the bank. We have 2 special account for its 
reception, and it is daily cl’: red out, so that the 
bank geis immediate repayment of the moneye 

Our relations with the bank have always bem most 
cordial. If we want the bank to give us my advise it 
generally docs, without any! prossurG.e Of course, their 
advice is very guarded; they are not forecasting exchm ge@ 
rates or anything of that kind, or whether the financial 
market willbe good or bad for the sale of bonds. 

I have nothing to say ,other than words of 
commendation for the bank as ae as the city of Victoria 


\ 


is congerned, \ 

THE CHAIRMAN; With regard to raising capital 
funds for your development, improvement and sO on, you 
do that by the sale of bonds? ; 

TH! MAYOR: We do sell our bonds, yes. But the 


Bank of Montreal, if it chose to purchase our bonds, would 
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have to do so in competition with other banks and banking 
investment housos.e 

SIR THOMAS WIiITE: You call for tenders? 

THE MAYOR: Yos, wo raid for tenders. At the 
present time, we are selling somo of our bonds across 
the counter. 

THE CHAIRMIN; What is the extent of the municipai 
indebtedness? 

THEMAYOR: Our indebtedness is about $17,000,000 
with about $4,000,000 in the sinking fund. 

THE CHAIRMAN ¢ What rate of interest are you 
paying? | 

THE MAYOR : On our bond issue? 

fHE CHAIRMAN ; oe 

THE MAYOR: Probably between four md ahalf md 
, four and three quarters per cent. In 1920, 19el, 
1922, 1923, 1924, after the war, our sinking funds we re 
in pretty bad ¢mMdition, and in order to pay that rate 
we had to refund, and at that time we had to borrow 
our money with the clause of New York in it, payable 
in New York as well as London,and Montreal and other Gitioes 
in Canada. 

THE CHAIRMAN; Have you any idea where your 
bonds are held? 

THE MAYOR: Largely in Eastern Canada and in 
London. 

HONe MRs« BROWNLEE: Have you my large percentage 
payable in New York? : 

THEMAY OR: About $4,000,000 to $4,500,000 of our 
debt has got that New York clause in it. 


THE CHAIRMEN; That does not necossarily mean that 
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it is held there. tis 
THE MAYOR; But the interest is paysble in New York 
and that, of course, has meant a lot of moneye How 
that can be handled I do not know, 
HON. MR. BROWNLEE; That is, you have got to 
pay in New York funds on all of it? 
THE MAYOR: We have got to pay in New funds on 
ali of it. 
THE CHAIRMAN: We aro very much obliged to your Wors 
for. your oontribution.e 
Therchas been handed to me a list of gentlemen 
who have beon kind enough to offer their assistance this 
afternoon, The first name on the list is Mr. Tisdal l, 
of the Duncan Chamber of acinar oo 5 understmd he is 
leaving town later in the afternoon, so perhaps he will 
be good enough to make his statement nNOWe 
MR. TISDALL: (Duncan Chamber of Commerce): 
Lord Meimhlien and Members of the ‘Commission , I was not 
sure when I decided to approach the Commission as to whether 
my request wri be in ordore | Not imowing wht olsis scope 
of the Commission was we prepared a rosolution in the 
Duncan Chanber of Commcree which reads as follows: 
RESOLVED: 
That the Government teke steps to establish 
a bank in the Orient so that direet financial 
connection may be made between Canada and the 
Far Haste . 
Failing a government bank or the opéning up 
of Oriental brmches by one of the existing 


Canadian banks, that the government anend the 
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benks in tho far Kast to cstablish brmches 
in Canada without any restriction. 
Having lived most of my life in the Orient and 

deciding to settle down in this part of the worldy it 
has always struck me in tho few years I havebeen here 
that it was a strange thing that whi’ j,ou could not 
pick up a daily newspaper in the last few ycars but what 
you saw in it that the quostion of extending oriontal 
trade, the trade betwoen the Orient and Canada was of 
vital necessity - perhaps not of vital necessity to 
Eastern Canada, but still of vital necessity to British 
Columbia primarily, and, as cvents turned out, would 
have been of immense assistanco to the Prairie provinces- 
it seemed to me it was an extraordinary thing, situated 
as we are in Canada the nearest point to the teoming mill: 
in the Orient that there was no bank, ng. what shall I cal] 
direct financial connection between Canada and the ortoxt 

és an oxample of that, I used to buy occasional - 
drafts and send them to China and vice versa. 1 wont: 
to one bank and I bought a draft. When I got the aratt 
I found it wasdrawn on the Dutch bonk. In China, 
the European countries and the UnitedStates consider it 
necessary to have vory large banking representation, 
There are I think now either three or perhaps four Englis) 
banks; there are threo or four American yaks; there is. 
an Italian bank; there is a Belgian banks two or three 
French banks, and aGerman bank, as woll as a countless 
number of Chinese banks. Tne only important’ currency 
is not known in the Far East is the Canadian dollar, 


You can go into any banking institutior you liko in Chiga 
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with the Canadian ddéllar and the bank will tell you 
"We do not know mnything about the Cini nadnaien » you 
had better do it thréugh the United Statos". Let it. 
go through San Frmecsico or Now York, that is what they 
will tell you. 

I need not go very deoply into the m estion becmse 
Sir Charles Addis, who is very notsblo in the world of 
finance, has spent a good deal of his life also in China,. 
and there is no use for moe to attompt to toach Sir Charles 
anything, but I think the people here wili realise the 
situation. There was just asmall parag raph in the 
address of the Canadian Bmkers Association, md that 
was that we, I think, finance shipments of dried fish to 
China but naturally wo did it against the bankers? 
foreign le ttors of credit. You know, it isnot so easy, 
gentlemen, to gct a bankor's foreign letter of credits 
Now and again you want to buy Canadim producée Aman 
might not have the cash to deposit for a foreign letter of 
eredit to pay the people who are solling it to him in 
C anadads He may have securities, bat he cannot go to th 
bank in Hong Kong, the Dutch 1l@nk or theFrench bank and 
get them to take those securities to sccure the loan. 
Y ou can do it, yes, but it will cost you from one to thre 
per cente, and that kills the businoss right away. 

Gentlemen, that is the position as I see it with 
regard to the trade, and I consider it isa tremendous 
hendicap to Canadian trade, the fact that there is no 
bank established in the Far Easte _ 

THE CHAIRMAN ¢ Thoreispower, of conrse, 


now in the banks to establish branehes outside of Canada, 
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I know in London that is the caso, to a considerable 
extent, and in tho West Indios, md, of course, to 
some extent in the United Statcs and Europe. Would 
your purpose be met. if they wore to extend thoir 
operations by establishing in Hong Kong and some other 
parts of the Orient branches of one or other of the 
Canadian Banks? | 

MR. TISDALL; I think, my Lord, that if there 
is going to be any great’ intrease in Canadian trade they 
will have to have branches established all over the Orient, 
not only in China md Japan but in India, 

THE CHAIRMAN ; Your resolution suggests that thero 
might be a Government bank. 

MR. TISDALL; The reason for that was,that some 
three years ago I was speaking to Prime Minister Bennett; 
I had some correspondence with him and I wrote him a 
small memorandum , and I also later on, when the Regina 
meeting was on with the Prairic Premiers, sent them a 
copy of this, and I suggested to Prime Minister Bennett, 
that in viewof the fact that China was a silver using 
country and it would be amost inconce’#ahb t hat the use 
of the silver metal in China would go out, it must be 


the currency of China, and 


(Page 265 follows) 
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in view of that and the furthor*fact that the Dominion 
and the prairic Bovernments were at that time tied up 
with wheat which they were wanting to get rid of and 
were doing eli they could to help the price.of silver 
rise, I suggested to the Prime Minister that it would 
have helped the world generally spoaking, if the govern- 
ment wished to get rid of the wheat, that the time was 
absolutely a unique one, the prico of silver being below 
the cost of production, to establish a bank, preforably 
a government bank, there. 

I also suggested that they should attempt to sell 
wheat in China against silver at a much higher price, 
somewhere near to the cost of production, which would be 
somewhere around thirty-six or forty cents. It was then 
about twenty-four cents an ounce, I think. L suggested 
that if they did that they could meet the competition in 
China for the selling of wheat and flour by taking silver 
against it because inevitably, sooner or later, the price 
must come back to the cost of production. In the mean- 
time it actually has come back to the cost of production 
morc or legs. 

SIR THOMAS WHITE: Was there not a Canadian bank 
that opened a branch there following the war? 

MR. TISDALL: Yess 

SIR THOMAS WHITE: It was just in my memory that 
thers was one branch opened. 

MR. TISDATL: No, it was a subsidiary of the 
Union Bank of Canada. They started a bank there, and 
the otherwas a New York bank. I was sent out by the 


directors to liquidate that bank. 
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THE CHAIRMAN: Why had it failed? 

MR. TISDALL: Because they went into China at the 
wrong moment. Silver was then around one dollar an ounce. 
You will remember the time when silver was very consider- 
ably up in price. 

THE CHAIRMNT: Is that all you wish to say? 

MR. TISDALL: I think SO+« 

THE CHAIRMAN: We are very «uch obliged to you for 
a very useful contribution. 

THE CHAIRMAN: I understand thet thore is a 
representative of the Victoria Chamber of Commerce here. 
Is he present at tho moment? 

MR. Re Ha B. EKER: Your lordship and members of 
tho’ Commission, in the abuorse, of the President of the 
Victoria Chamber of Commnercs 1 have been asked to ropre- 
sent that organization here to-day and to welcome you to 
Victoria, and to express ourappreciation of the oppor- 
tunity afforded for anyone to come before you and pre- 
sent his views on banking. As anorganization we have 
no special views to placd before you to-daye The matten 
was considered by our directors and it was thought that it 
could be left to individuals concerned if thoy wished to 
appear hore and present their own views, bvs as an organe 
ization we decided not to present any views. 

I wish to take this opportunity to say, my lord 
and mombers of the Commission, how much we appreciate 
your coming here and holding such an open meeting, hearing 
everyone who wishes to appear before you, and at the same: 


time, speaking personally, I think this country has reason 
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to be proud of its banks bocause we have not had a 
single bank failure in this country in tho past ten year: 
which was one of the most difficult business periods in 
our history. 

So far as your deliberations are concerned, I am. 
sure that tho country will look forward to them with 
the utmost intcrest, and whatever may bo your report I 
am sure it will bo received with the greatest respecte 
As your lordship stated in your ac*rcss at luncheon to-d: 
before we can have prosperity in tzig corvntry we must 
have confidence and credit. I think thet we mst hgeve 
confidence in Canada as a whole, and as well confidence 
between the different sections of this country and con- 
fidence betweon indivicucis. Confidence between the 
different sectionsof thic country is. sadly lacking at 
the present time, and anything that your Commission can 
do in that direction I am sure will accomplish a Beas 
deal of good and be of very great value to the country 
as a whole. There is so much unrest and dissatisfac~ 
tion, naturally, under the present conditions of the 
dppression that we hear all kinds of radical views ex- 
pressed, but when your hearings aro completed and youy 
report is.made public I «am sure tric it will do.a.very 
great deal to re-establish that coiwidsnes within our 
country which Will have such a great bearing upon its 
future prosperity. 

I should also like to say that the country is 
vory fortunate indeed in being served by such a body cor 


posed of the able gentlemen we sce sitting on this 
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Commission, and I am sure that we arc all grateful that 
you are able and willing to give up your time and ser- 
viccs to this work. 7 

THE CHAIRMAN: We are very much obliged to you 
for your kind words of appreciation. I understand that 
the Victoria Chamber of Commorce in its corporate capacity 
has not any specific criticisms to offer upon the banking 
systems 

MR. KER: That is cofrect, 

THE CHAIRMAN: Is Mr. Mayhew supporting you? 

MR. KER: He was here this morning, my lord, but 
he told me before lunch that he was not sure that he could 
get back in time this afternoon. ; 

THE CHAIRMAN: I see. He is also representing the 
Victoria Chamber of Commerce, I understand, and suppertings 
your vicwe 

MR. KER: Yes, ho is also our past president and 
reeve of the municipality of Oak Bay. 

THE CHAIRMAN: We have also been favoured with scme 
Porresyendence We have a letter from Mr. Walter Laming, 
who is unable to be present, and he has expressed his views 
in writing, and his letter will be of course considered. 
We hear that Mr. John W. Jones would like to bring some 
points under our notice, Is he present this afternoon? 

MR. JOHN W. JONES: I am not a banker but I just 
wish to say that the Lord Jesus Christ died for you and 
shed his blood for you and invites you to come for sal- 
vation. He says the time is short, and he invites you to 
come. 


THE CHAIRMAN: Ihave also a note from the Secre~ 


: ee aa ys 
i ene wae 


ia) | 


ee 
ve 
vr iy 
1 
a 


iF a ; 


bes na 


ey aehoastion vet - 
cpg bonel At wo Be 


hs oe a 
aes 
hes | 


ae 


melee sag 
RON ates 


| oe alten a 40 nO Retin ot 10,« abe. | 7 
ma ay by beareve 2 nood outs ovad ait : reaaRT AED com i os : a 

nectar nog fein ie tei pL ae ovait ot ROmeR Es one 8 ie 
roly det Boskwnges @. 


mers fon Panes 


ait od Sig tres oy od of oldeny ef otiw “<5 Ee: 


noo ee EOD, 16 oe. fLiw totter ab bites abit tone at | 3 
. on Wie ial Tr of 


ot dasit aeae ow ¥ 


howebia 


outer Dbisrow eon W adlot 


Panos ibe oth iat gino ore et al 


Colton two tober stn tog | ae 
dusk t shares ‘@estac 13.2 tom mar t : OHO L oW WHOL ae . | a 
Dee Koy *no%t O98lh teleay ‘aust Brent ES teas a6 od sal . . , 


Toheee ef wey SOS Lvint Hore soy LOT boold etd iMacs” 


PSI ivak ert Hety ¢frorte 


mera oe eee 


:& af omid ote evse oH emo ttay 


spe 
b Peas bay 
os 
eS Bp aha $ 
cy ee ele es pein . | antes 
i cS Mp 08s te : 7 ri “Zz < 38 . 
“ = . pleas. iy ere 
ry 
ete on is ES 
POTOAS ifs 


tert etent » oafp evad I LAMA AD sur 


- 269 - 


tary that Mr. Locming wishes to be hoard. Is he present’ 

MR. LAMING; This is the question which I 
wish to bring to the attention of the Commission. The 
Assistant Receiver General of the Departmont of Finance ir 
Victoria is not in favour of receiving gold ondcposit. 
Now in Europe whon you have gold you can deposit it with 
a central bank andget a receipt for its safe keeping. 
Qn March 8, 1932, I had some gold, and I wished to deposit 
it just for safe keeping, but the Receiver General said, 
Tou mist soll at.) ci peda) "I. catmot’'soil it.” Lt 
has to be kept for a good many ycarse iL suppose you 
appreciate the fact that in Europe you can deposit goid 
with a central bank and you can issuc notes against it, 
but in this casc I) was advised to sell the gold, but I 
could not soll it because as it happens the gold has to 
be kopt for twonty-one yearse 

THE CHAITRMAN: Did you want to use the bank as a 
safe deposit? 

MR. LAMING : Moro or less. You can t ake that 
to the bank in England and deposit it, and leave your 
gold with them. 

THE CHAIRMAN; = think you are under a mistake. 
The bank will buy your gold but it will nottmke it and 
act as a more custodian of your gold. 

MR. LAMINGs The Bank of Franee, the Bank of 
the Netherlands and the Bank of Germany will do it, and 
you can even issuc notes against it. We should be able 


to deposit our gold in this country and get a receipt for 
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THE CHAIRMAN: Would you not have been able to 
put this gold in a safe deposit? 

MR. LAMING: Yes, and it went there afterwards, 
but I maintain that it is to the advantage of the nation 
if the gold could be deposited with a central bank, and 
as there was no central bank in this country I took the 
gold to the Receiver General. 

THE CHAIRMAN: Would not gold that was merely 
deposited in that way and was not acquired by the bank 
become mors .on less. sterilized? You could not issue 
notes against it. 

MRe LAMING: ith would. so to the, goneral reserve 
like any gold held by the government or by the central 
bank. | 

THER CHAIRMAN: I rather gathered that. you wanted 
the bank to be the bailee of the gold. 

MR. LAMING: It is not a question of selling it 
but. of safe keeping. it is valuable. 

THE CHATRMAN: I think we understand your point, 
and we can consider it. is there any other point you 
would like to bring before us? 

MR. LAMING: There are a great many points in 
banking. For instance, in Europe the banks give you 
interest per month and per day. That practice does not 
exist in Canada at all. This little leaflet I have here 
may intcroest you. 

(Leaflet handed to the Chairman.) 

THE CHAIRMAN; I see that this shows interest is 


paid on money on deposit at the rate of 14 por cent per 
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day, 12 per cent for ten days, 2 per cent per month, 22 
por cent for three months and 34 por cent for six months. 
Is this a savings bank? 

MR. LAMING: No, just a plain ordinary bank and 
you can get interest at those rates for those periods, but 
that praetico does note xist here at alls If you ask me 
another thing I would say that the rate of interest should 
not be prescribed in the Bank Act because under no cir 
cumstances can supply and demand be fixed by law. I woul 
Lay particular stress on that. 

THE CHATRMAN: Do you mean that the maximum rate 
of 7 per cont interest to the bank should not be prescribs 
in the Bank Act? 

@ MR. LAMING: > NG, Be Carterniy "sorte mot. 

THE CHAIRMAN: Do you think that the tendency in 
having it prescribed at 7 per cent is to make the maxi- 
mum.rate always oxacted? 

MR. LAMING: And the rate goes wp even higher. 

THE CHAIRMAN: So you would prefer that provision 
to be deleted from the Bank Act? 

MR, LAMING: Entirely because supply and demanu 
finally governs. 

THE CHAIRMAN: I quite understand. 

MR. LAMING: It is prescribed from the Act in 
England. 

THE CHAIRMAN: Ido not think it is prescribed. 

In many countries it is just left to the chaffering of 
the market, so to speak. Any other point you would like 


to mention? 


coc g od ton Btvode ae $ od het too 20g Y to ee 


Pe a a ie ‘book een out inf. ao ” 
dor biuosta ciated a ‘it rena ce 


3 


nt yommebnod, ont? ‘Seis ‘Sees bog eet" aa BRR. iS, A 
~ beer ods onto ot et dando ‘to ¥ ta bédtnmmong ae aniivad 

| tee | Beinn: eed otar ta . 4 

ooaidilen stove r Baee oda ons Beck os | SOTMAG mt F 


rolet vets tai ‘wrong bee Oe of: ‘EABTANTO age oe ‘ aie a 


toa Ria oft not hoteles od of Bees 

artes b fete eect oeumood elon adam _ ROTI, + ' ae 
. ; ey - pias “Yamrbwos etonkt ie 
neti, tach UMTS EP 

af toa: ont moxvt be J ironoty ek oEs SOHAIL +f | af : 


ca <beatand “a c 
eboditozowg ef FE rn tity dom 56 I -:WAMATARO Step 
to gnttotInds od od tol sent et $b solrengoo goon al 


ail bivew sox tateq roids (oak leege od on, atoidtam oft 


| Tsoldmom of 


-~ 272 - 


MR. LAMING: No sir, thank you. 

THE CHAIRMAN: Have any other gentlemen given in 
their names, Mr. Sceretary? 

THE ASSISTANT SECRETARY: None, sir, but we have 
reccived correspondence. 

MR. M. Be. JACKSON: If I might say a word, my 
lord, I represent no one but myself, but I happen to be 
one of His Majesty's counsel, and when you adjourned 
Boks ina apna i hed been listening with a groat deal of 
interest to the colloquy between your lordship and Mr. 
Hamilton. It seemed to me to bring out one of the sore 
points in connection with the Canadian banking system. 

I understood your lordship to ask ‘why relief moneys 
granted in connection with seasonal industries, stravw- 
berry growing, for instance, were not available under 
our Department of Industries Act. Lt is precisely be- 
cause of that, that I venture to rise. I happened at 
the time of the adoption of the Act to be a member of 
the legislature, and a fellow membor was my good friend 
the present Minister of Finance, and I also happened to 
have the responsibility of being a member of the select 
committee that considered the Industries Act and I hope 
it is not out of place for me to say that I personally 
drafted that entire Act. Therefore it was a matter of 
astonishment to me to learn that when the strawberry 
growers required “‘inancial relicf because of their 

- seasonal difficulties they could not be afforded such 
relief under the Department of Industries Act, that 


that Act did not e mpower the government even to 
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guarantec the obligations Since the adjournment in 
order to satisfy myself I have had a look at that Act, 
which was adopted in 1919,and one of the primary purposes 
in its enactment was to decentralize, if possible, to some 
extent, that condition of industrial pawn in which our 
industrics were. We feel it here particularly. Our 
industries are to a largo extent in pawn to the monopoly 
of the chartered banks in Canada. But let mo premise 
that we are very proudofour Canadian banking system. 
There is this outstanding difference between the American 
system and the Canadian system, that the American systom 
has its capital in each of its banks to be used locally 
and the interest of the bank is naturally to take care of 
the industries of that particular district, whereas the 
broad tendency in Canada is for the accumulated savings of 
the people on deposit with the banks to bo at once dis-~ 
patched to headquarters, with the result that over this 
wide strotch of country stretching many thousands of 
miles from coast to coast there are only ton banks in 
Canada to serve all that torritorye What happens is 
that these accumulated deposits of the people, this 
capital of the people is hoarded at or near the head- 
quartors of the banks, which practically means in the 
vicinity of Montreal and Toronto, in the very centre of 
Canada. 

THE CHAIRMAN: That matter is susceptiblo of 
verification by the banks. What we want to get for your 
proposition would be on the one hand the extentof the 


advance made in British Columbia, and on the other hand 
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the amount of the deposits received. 

MR. JACKSON: It is quite obvious that your lord- 
ship has not the time to listen to representations, and I 
do not wish tod ctain you. I just wished to comment 
on that particular point that was raised. I quite roa- 
lize that those who have a prepared proposition to put 
forward are the only ones to be heard, Section 4 of the 
Industries Act sets out the duties and powers of the 
Department of Industries, and it provides that the Depart- 
ment of Industries has to do this very thing, namely, rendez 
assistance by loanor guarantee to any business, partner- if 
stip, company or association or otherwise connected wibna 
the developnent or the production of Jones aaa tenn indus-= 
tries of the country. Then section 6 of the Act says 
that the minister shall have power to assist by. way of loan 
or guarantee, with the consent of the Lieutenant Governor 
in council, any of these industrics. ©O 1 fail to see 
why the Department of Industries Act could have frustrated 
such an enterprise when its particular object was to help 

‘ 
such an enterprise. 

There is one other point that I would like to bring 
to your attention, and that is the tendency to accumulate 
and distribute the favour of credit in connection with the 
savings and capital of the people of Canada merely at 
headquarters. It is not so simple as Mr. Hamilton said 
to get satisfaction by applying to headquarters because in 
my practice, and I am sure that all practising solicitors 
have had the same experience I have found many apparently 
desirable and deserving enterprises connected with the natur- 


al resources of this country which have beendenied credit. 
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There should be some means of unlocking this monopoly 

that has obtained in banking and thcre should be a re- 
zoning of the credit and lending facilities of the people 
of Canadae How it should be done I do not lmow, but 
here should be a re-zgoning of these credit facilities 
and for the releasing of capital more in the localities 
where it originates than concentrating it at headquarters, 
British Columbia is separated from the other provinces 

of Canada, as your lordship must realize, having travelico 
across the mountains, and there is also the fact that the 
prairie provinces are a unit in their industries, in theix 
occupations and in their requirements. Ihave just 
brought this factor out on the spur of the moment because 
I rather resented just letting the point go that was rais: 
in connection with the Department of Industries.Act. 

THE CHAIRMAN: Much obliged to you, because the 
legal point of view you are quite able to speak to, and 
we shall be able to examine the sections. Your’ general 
point is onc that we must cxamine. 

MR. ROBERT CASSIDY: I should like to associate 
mysclf with the remarks which were made a few moments ago 
by Mr. Jackson. I took the liberty of submitting to 
your lordship and the Commission a few observations . 

Like himself: I am a member of the bar, but I have had 
considerablo experience in banking matters in connection 
with banking cases heard before the different courts and 
some of them carried to the Supreme Court. 1 received fro 
your lordship an acknowledgement saying that my statement 


was so lucid as to explain itself but if I may be permittec 
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to supplement it by a word I should like to develop what 
I had in mind ond perhaps put it in better form than I 
was able to do in the concise statement which I subs 
mitted. If your lordship will refer to my suggestions 
he will sce that No. 4 roads as follows: 

That in cach province there be established 

at least one bank having tho majority of 

tts capital stock always in the control 

of residents of the province with the 

object of decentralizing credit control. 
And my suggestion No. 2 was: 

The lending of money abroad for foreign 

purposes or activities be prohibited. 
That is for tho purpose of keeping the credit supplies 
of Canada for use in our own country, and to that end 
measures should be taken to prevent the transfer of 
large sums of monoy abroad. As is well known call 
toans in New York to a certain extent deplete the crecit 
which ought to be available and distributed throughout 
Canada as a wholc. 

Let me put it this way: The new Bank Act 
should prohibit the lending of money abroad for foreign 
purposes or activitics. 

The other point with which I dealt was a very 
important and rather debatable one, as to the power of 
the banks to issuc paper notese That is a matter of 
very great importance indeed. In modern times, as we 
know, that powor of controlling the credit flowof the 


whole country and distributing it is now substituted 
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almost for o great many other powers resulting in 
affecting the domcstic as well as the forcign situation 
in relation to trade and commerco. This in our modern 
times is being substituted for the old instruments of 
tariffs, ombargocs and so on. I expect that that matter 
will be debated because it has been made the subject of 
political contest in Canada. I would not wish to take 
the question up from a political standpoint at all. fi 
have read the report of the parliamcntary committee in 
England which was presided over by your lordship who 
here presides and that question was considered and 
adumbrated sufficiently in tho report, and it is a 
matter which is deserving of vory high consideration. 

Of course it is within your lordship!s knowledge that 
power was taken away holus bolus from the English banks 
in the Act of 1844 in England. Before That time the 
chartered banks in England had the power of printing 
‘mOoneye Any right is very seldom taken away from a per- 
son in Englend during its currency, but as soon as these 
charters f211 in no more powcr of that kind should be 
given to any person whatever, with the obvious object of 
keeping the flow of credit in the hands of the respongible 
authorities for the benefit af the whole country and not 
sharing it with anybody. it is a most dangerous thing 
to share that with any body or person outside the state. 
But in Canada at the behest of the banks we have given 
them this power which I consiflér oan extremely dangerous 
power to hand over to thom. It is not.a question 
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that a 
It is interference with/absolute control which wo cpght 


always to maintain in the ..cduntry a8 roprosontpe& by 
tho Premior of the country. | That, my lord, is oy I 
wish to say but I should also like to associato mysclf 
with any contentions to thet ond that are made before 
your lordship. 

The other matter, tho question of gold, is also 
very important. Of course, if this suggestion which I 
make that the banks should not be allowed to issuc paper 
money wore adopted, the question of holding any gold by 
the banks would b¢ done away with and the gold might: be 
rightly purchased by the government and government money 
issued in lieu of it, and it could thon be kept in tho 
cofferse “.< In the payment of debts which Canada 
owes to forcign countrics we are suffering at the prescnt 
time from the high rate of exchange, but with this quos- 
tion your lordship and the Commission are very much moro 
familiar than I can possibly bos At the same time I 
desine to associate mysclf not only with what has heen 
said on this subject by my friond to my loft but alad with 
all the other contentions of the same nature. 

THE CHAIRMAN: Much obliged you have touched on 
thate It is one of the most important questions we shall 
have to consider. 

MR. WILLE A CROUCH(President, Unionof British 
Columbia Municipalities): I am representing the Union 
of British Columbia Municipalitios,. The Union comprises 
about sixty-sevon municipalitics in the provirce of 
British Columbia. We have no real cause of complaint 


regarding the banks, but I have heard of one or two com- 
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plaints from different reeves rogarding the way thoir 
municipalities have beontreated by different bank managers. 
We have a great deal of unemployment in British Columbia, 
and we have to give a great deal of relief, and that re- 
lief is financed one-third by tho Dominion government, 
one-third by the provincial government, and onc+third by 
the municipal authoritics. But we have to wait perhaps 
two or three months before wo can reccive the Dominion 
government or the provincial government cheque and a 
number of the municipalities have to finance the relier 
burden for two or three months before they got their 
accounts settled by the provincial and Dominion govern» 
montse On one or two occasions I have heard them say 
that they cannot got from their bank any loan whatever 

to finance this rolief, even when they have promised 

that as soon as the chequo is received from the pro- 
vincialor federal goverment it will be turned over to 
the bank. That is one thing I wanted to bring before 
your Lordship. 

» Another matter over which I am greatly con- 
eerned is the high rate of intorost. At a time when 
commodity prices are down practically to the lowest 
point, when salaries have been reduced and men Bre uneme 
ployed in large numbers we find that the bank rato of 
interest has been gradually raised higher and higher, 
and we do not think this is quite right, About a year 
ago, at the peak of thedepression, most of the munici-~ 
palities were paying 6 per cent to the banks on loans. 


That rate was suddenly raised to 6% per cent. Wires 
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wont down to hoad officc, .n? the rate was put back again 
to 6 por cont. We maintain that 6 per cont is away too 
much, and at a special session of the Unionof British 
Columbia Municipalitics, in convention in Victoria on 


Fobruary 29, 1932, the following momorandum was passed: 
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Submitted by Reeve Crouch, Saanich Municipality. 
Whereas this Convention of the Union of British 
Columbia M,nicipalities, meeting in special ses~ 
sion in Victoria, on February 29th, 1932, views 
with grave concern and alarm the rising rate of 
interoste 

And, whereas, for the purpose of necese 
sary financing the Praiae of British Columbia 
and other Provinces of the Dominion of Canada, 
have been compelled to pay an interest rate from 
63 to 7 percent on Government bonds, and as the 
securoty of the Province is, or should be, the very 
best that can be offered to investors, this advance: 
in interest must, of necessity, result in an ine 
crease of interest charges to industries, farmers, 
home dwners, and the public generally; 

And, whereas, any rise in interest rates 
must hamper, if not absolutely prohibit, any Cor- 
poration or private .nteorprise, thus delaying the 
normal return of business and adding to the burden 
of unemployment; 

And, whereas, the persons who benefit 
from an increase in interest charges are in the 
great majority of cases in the best position to 
stand decreases 3 

And,whereas, commodity prices and wages 
are lower than for many years, any rise in the 
interest rate is a MOV E IN Ti. WRo'’G DIRECTION, 
and it increases the income of the rich and bears 


down upon the poor, thus creating in the minds of 
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the majority of our people suspicion, distruct 

and unrest $ 
THEREFORE, BE IT RESOLVED, that this 

Convention do respectfully suggest to the Dominion 

and Provincial Governments that the time has 

arrived for an investigation into the whole system 
of interest charges as applying to Government bone 
bank loans, mortgages, or any other form of in 
terest charges, that they might deem advisable, 
with the idea in mind that legislation be intro~ 
duced to rigidly control interest charges. 

AND BE IT FURTHER RESOLVED that a covy of 
this resolution be forwarded to the Honourable tne 

Prime Minister of Canadas the Honourable the Prime 

Ministers of all Canadian Provinces; all Unions of 

Municipalities, Chambers of Commerce; and to every 

member af the Canadian House of Commonse 
I sincerely trust your lordship will go into this matter 
of interest rates in considering the banking question. 

THE CHAIRMAN: When you speak of interest rates, 
arc these on temporary advances obtained by the municipal- 
ity which advances will ultimately be paid outof the 
ratcs? 

MR. CROUCH: As Mayor Leeming says, we borrow on 
the payment ofour taxes. In Saanich we borrowed from 
the Bank of Montreal $150,000, which will be paid off 
as soon as our taxos come in ontho 10th. But I might 
say that I understand from the reeves that the banks will 
not lend any money at all if it is going to be used for 


purposes of relief. 
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THE CHAIRMAN: Is thoro anybody else who would 
like to present his views to us? I may say to any who 
have not addressed us but have any views they would like 
to put in writing that we shall be gis2 to reeoive them 
if they will send thom to the Seerctery in the form of «a 
memorandum. This afternoon we are going to discuss one 
or two echnical matters among ourselves. 

MR. HAMILTON: May I say a word or two with respect 
to Mr. Jackscn's obsurvations. IT hope I did mako it 
clear that a legal opinion wes not sought by tho banks. 
The matter was arranged between those applying for the 
loan end the government, and they were of that opinion 
and did not come back again, and the matter endcd with 
the authorization of tho loan. The government would not 
give o guarantee of the Loan. I do not know by whom. 
that decision was made, but they did not come back when 
that was decided. Finally the government advanced the 
money themsclvcs. We hoard nothing about it. We stood 
ready to advance the moncy. We only requestod that thore 
should be a government guarantce,but the government would 
not give the guarantee, and they did not come back. It 
was not that a logal opinion was sought by the bankse. 

SIR THOMAS WHITE: I cannot quite understand why 
there should be any difficulty in a municipality obtaining 
an advance from a bank in anticipation of payment by the 
government, provincial or Dominion, prcevided that there 
is the assurance that those payments will be made Mi 
would imagine that the banks would be willing to make 


the advance under such circumstanccs. «SS 
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contractor has a contract with the government and be- 
comes entitled tocertain moneys, upon the assignment of 
his Mb hea to a bank and notification to the government the 
bank would have the assignment of it and would make the 
advance in the usual coursee What differentiates that 
case from the cases you mention, anticipating the payment 
of relief moneys by the governments? if you are not 
prepared to answer that offhand possibly the bankers might 
consider the point raised.:' It does seem to me to be a 
very important one. 

MR. HAMILTON: I can answer that directly because 
it has been done. We have done it ourselves on the 
assignment of relief payments by the provincial govern~ 
ment. 

SIR THOMAS WHITE: It occurred to me that that is 
what ought to be done and probably would be done. 

SIR CHARLES ADDIS: Is that the rcgular practice? 

MR. HAMILTON: I think it is, but unfortunately 
there are some municipalitios who from other causes have 
got into difficulties with their finances or may have 
already owed the oe money which was comb&ng to them from 
the taxes, and when the taxpayers failed to pay the taxes 
the municipalities were not in a position to pay the money 
over. 

SIR THOMAS WHITE: But where considerations of 
that kind do not arise, where the municipality was carry- 
ing along in the ordinary course and would be entitled to 
receive so much from the provincial or federal government, 


would there be any difficulty in obtaining an advance from 
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the banks in anticipation of these payments, gencrally 
speaking? 
Mie HAMILTON: No, I kmow one muhicipality 
which is in the hands of a commis sionor to~day, where 
the bank has advanced against a specific assignment 
of the funds coming from the government so that relief 
might go one I know of one case where that has been 
done. I hae no knowledge of the particular case to 
which Mr. Crouch referred, 
SIR THOMAS WHITE: I just raisec the question, 
I know nothing about it. 
MR. CROUCH: I should be very pleased to submit 
to your Commission ‘specifications of Ginter sol tote woe 
ever boon refusede 
THE CHINN : thee 11 be quite a useful/ thing 
&O have e Qno of the advantcgos of this inquiry will 
ibe to bring people together sometimes who may ay have 
‘quite understood cach other, and if you put before Mre 
Hamilton a specific case I am sure that he will be glad 
to give you an explanation or, shall I sen an apology s 
I think we have had a very useful hearings We wish to 
occupy the remainder of cur time this aftetmoon in having 
some conferences on technical matters with representatives 
of the government and others, matters act of so much 
public interest, It only remains for s.o to thank you 
for your hospitality whilo we havo se in Victoria and 
to say that we have had a very ereenane start for our 
inquiry in the West, 
The Commission adjourned at 3 Pome 


Monday, 14th fugust, 1933, to resume 
on Tucsday, 15th wugust, 1935. 
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court House, 
Vancouver, B.C, 
Tuesday, August 15, 1935, 


~m—- The Commission resumed at 11 A.M. 


MRe HeRe McMILLAN: My lord and gentlemen: As 
President of the Vancouver Board of Trade I am pleased 
to welcome you to this city and to wish you success in 
your work and offer you on behalf of the Businoss 
Community 211 the assistanee thoy may give you. 

The Vancouver Board of Trade has no brief to 
present before this Commission, It is constituted to 
care for the problems of the Business Community, 

The question of banking has not received its particular 
study, and, therefore, it has no recommendations to make; 
but the Membership includes all classes of producers 

and merchants in this particular geographical area, 

and representatives of each of the leadi-> industries 
aro here in case either they may desire u> make recommen- 
dations to you, or you might desire to ask qestions 

of them. 

I thank youe 

THE CHAIRMAN: Mr, McMillan and gentlemen: I should 
like, in the first place, to express our appreciation 
of the welcome which has just bem extended to us to your 
City, a welcome,if I may be allowed to say so, none 
the less pleasant to me from the fact that it emanates 
from a fellow Clansmane 


I an sure those who are gathered here to-day 
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appreciate the task committed to us by the Government. 
The primary occasion of this Royal Commission is the 
arrival of the period when the banking code of Canada 
requires its decennial rovision, and the Government, 
having regard to the quite sectional nature of the last 
ten years in the history of Canada - and may I say also 
in the history of the world == both in its economic md 
financial aspect, eoaaae that it would be desirable orf 
this Biba bPGH that a somewhat wider survey and investigatio. 
shoudd precede what may ke called the routine revision 
of the Act. | 

The term of reference which have been handed to 


us have accordingzy beon framed on comprehensive lines» 


so that the Commission may have the opportunity of 
considering larger issies than are generally taken into 
account at a decennial revision; in other words, it has 
been thought desirable that the large task of revision 
should be undertaken after a more extensive survey had 
been made. Accordingly we iy ee to visit the 
Provinces of Canada and the important cities in those 
Provinces for the purpose of ascertaining, so far as the 
relatively short time at our disposal may permit - as 

I say, in order to ascertain on the spot, as it were, 

the particular natures of the economic and financial 
prodlems with which each locality is especially concerned. 

Personally =~ and I am sure I speak for my colleagues 

also - we aptach the greatest value to these opportunities, 
because by coming to each of the Provinces in turn, 

diverse as they are in their economic interests, due 

no doubt to the nature of their climate and their products-~ 


becarse your great Dominion includes so many diverse 
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imterost = wo have opportunitics of meeting representative 
mon and of hearing many opinions, and the result of that 
we htpe will be to instruct us in the various viows which 
are entertained at the proscnt moment throughout Canada. 

What wo propose to do - and have indeed alircady 
begun to do ~ is that at cach town to annouce our arrival 
beforehand and to invite all those who may so desire 
to put before us my special aspect of the problems we 
are to consider to attend our mectings nd offor us their 
evidence. But we do not desire to limit our enquiry 
to oral evidence. There must be many in your midst 
who would like to make a contribution to our labours in 
the form of written memoranda or representationse After 
all, you will rocognize that .ur topic is to a certain 
extent technical and delicate, snd it is often more 
expedient I think to make representations in writing 
where you may have a considered and more precise presen- 
tation of views than ispossiblo merely in an oral pre- 
sentation. 

On the other hand we want those who desire to 
discuss any topic with us orally to be good enough to 
hand their namos to the Secretary, and we shallhope to 
have the opportunity of hearing them. 

A number of names have been hand . to usand we 
propose to occupy this morning in hearing such gentlemen 
who are kind enough to assist us. We may also have 
the Spportunity I hope of some conferences with gentlemen 
who may wish to develop some more technical matters of 
perhaps less intorest to the public, and whom we shali 
be happy to mect in conference in private. 


Tomorrow we shall also sit here and continue the 
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“hearing of evidence, and, as I say, we shall also be 
glad to receive any writton ropresontations or memoranda. 

We recognize the task which has been entrusted to 
us is an excecdingly important one at this moment in 
the history of Canada. IT hope you do not expect too 
much of us. Too much is smctimes ovr ccted from Royal 
Commissions and from other kinds of cormissions, and 
disappsintment is apt to ensue, as persons aro inclined to 
believe that those who sit upon Royal Commission are devine: 
inspired. I have not noticed that much in my own 
experience, What we dosire to do is to the best of our 
ability place ourselves 2¢ tho disposal of Canada to 
endeavour to go thoroughly into what may almost be called 
the tragic problems which have been confronting this 
country. If we are able to do anything toward a solutian 
of those problems, or to aid in the promotion of this 
country's prospority we shall foel that our labours 
have not been in vain. 

As our time is so limited now, let us proceed to 
practical business. Mr, Secretary., who is the first 
speaker? 

MR. GeG.e McGEER, K.C.: My lord, I spoke to the 
Secretary this mornings I have some further representatic 
I would like to make. May I be heard tomorrow morning 
at eleven o'clock ? 

THECHAIRMAN: That will do nicely. 

MRe McGEER: Or shallyou be sitting earlier tomorroy 
morning? : 

THE CHAIRMAN; I think we had better leave that 


open until this afternoon to see how we get along, 
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MR. McGEER: As your time is so limited, my lord, 
perhaps you may be sitting tonight. 

THE CHAIRMAN: I would suggest you keep in touch 
with our Secretary, who will advise you definitely later 
ons 

MR. McGEER: Thank you, my lord, I shall do that. 

THE CHAIRMAN: I understand thr. Mr. MeCornack, 
representing the British Columbia Lumver and Shingle 
Manufacturing Association, desires to be heard. Is he 
in the room at the moment? 

MR. "d .De MOCORNACK fF" \‘Yesyvumy Lord. 

THE CHATRMAN: We shall be mikes to hear you now, 
Mr. McCornack. 

MR. McCORNACK: My lord and gentlemen: I am, 
for the ‘time being, president of the British Columbia 
Lumber Manufacturing Asscciation and I am also interested 
as the managing director of one of the large lumber 
manufacturing companies here at the Coast, located on 
the Fraser River, at Fraser Mills, B.C. 

THE CHAIRMAN: You represent one of the largest 
industries of British Columbia? 

MR. MCCORNACK: Yes, a large irdustry, your lordship 
passing at the present time through a very severe depres-~- 
sion. 

Now, I do not know, gentlemen, that I can add much 
of anything of value to the things you have under considera 
tion. The ordinary layman ci hardly be expected to qual- 
ify as an expert in banking matters. Ican only speak 
frommy own experience over a period of twenty-six and 
one-half years in the Province of British Columbia as 
a manufacturer of lumber and as the manager of three 


manufacturing companies for a part of that time; and also 
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as one having in charge a number of rotail establishments 
handling lumber and lumber products in two of the 

Prairie provinces, the Provinco of Alberta and the Province 
of Saskatchewan. 

My own experience with the Banks of Canada has 
indecd been a very happy and satisfactory onee There 
was a time in the carly days of our company, which goes 
back to 1910 and from that on for a poriod of, I think 
ten years, when we were using a very substantial amount 
of banking capital in our businoss, and my experience 
has beon, as I have already stated, a very favourable one. 
We were always able to sccure reasonable and satisfactory 
loans on our liquid asscts at what I always considered 
to be a fair and reasonable rate of interest. 

I think, speaking again as a layman on the banking 
situation in Canada and one who cannot offer much advice, = 
I believe, however, that after going through this very 
serious depression of about four years, the people of 
Canada should be very thankful that they have had such 
a banking system as they havo had to carry us through 
this trying time in comparison with the groat country 
which lies to the south of us and which has had thousands 
of bank failuros over this four-year period. I cannot 
remember that Canada has had a bank failure or a run 
on any of its banks. I belicve there was one smail 
institution in Manitoba which had a little trouble, but 
it was not one of our prominent banks. 

Speaking of tho facilities Which banks afford 
our industry ag a whole, I think that in the lumbering 
industry it has assets ta offer fair prospects of meeting 


its obligations, and the banks have had no difficulty 
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of which I have been advised; nor has the industry had any 
aifficulty in securing reasonable credits from the banks 
in the City of Vancouver. i 

THE CHAIRMAN: Are you speaking on behalf of the 
manufacturers generally, Mr. McCornack? 

MR. MecCORNACK: Yes, my lord, and with a reasonably 
fair knowledge of this industry as a whole. I have been 
here for twénty~six years; I have seun many manufacturing 
companies start and fail. The lumber industry is an 
industry which is not at all times stable, it is an in- 
dustry which has raw products easily available and there 
is a great deal of difference in the financial set-up in 
the lumber industry. 

THE CHAIRMAN! One question might be asked of you, 
Mr. McGornack: Have you found in conducting your busi- 
ness any difficulties with exchange questions? 

MR. McCORNACK: No.w We are dealers in exchange. 
No, I cannot say, my Lord, that we have found any 
difficulties. 

THE CHAIRMAN: Has your business been affected 
by the fluctuations of the exchange? 

MR. McCORNACK: Not seriously. The exporter of 
lumber may be affected in a way we are not. We deal 
directly with thé exporters. 

THE CHAIRMAN: You do not speak for that interest? 

MR. McCORNACK: No, I do not speak for that interest 
I speak first for myself as a manufacturer and manager 
of a large company, and from general knowledge which I 
have of the lumber industry, both logging and manufacturing 

THE CHAIRMAN: Téll us; As a practical Sr lg 


how you use the banks for financing your industry? 


Sat Sa 
' 
ve 


a 


“s 
x te ey SUN Wie aT Sao Wa isn a nee « 3Ny 
tor Ry Ve hist Ay Sek taney ete re ED EY Gay 
Rares "sk Peta cay 4 ' : 
feeyiets Nye oe are kt eet ee BRS Ae 
OP rake Lees Reis tier Mig A Mamerate wn onpe ers 
£ Ya, Sf ee +! 
< an a 4 aes , 
ur ele: Gee ae ie 
‘ 
sla 
. ‘ ; H v * \ at ‘ 
: 5 : 5 i Heey t » 
as ise : fe 2 TU \ : 
" S84 4 ‘ aot See ‘, Cae 
: b ~ - “es a 
fia a H 4 as) 8 
‘ ; ; TiS ate Malet Cpu eevee 
aie gin Wee Pye ‘ 2 ay COL a Ry 2 z 
rk Wo eN Lae he, Re : * 
Sere Pnns BY siihge Me ae oe aie if 
: : Lach see Series™ Mat P E gis Be 
Rive an Si Bee Pigcre be eben Mae cet piv 
i Nat be . te A 
Cee ee oo ; MU CR oe iy tA A 
z oy? Dip ii Dy + . BC St aos q . 
Tas i f ’ P as Fe 
. * < 4 SC Rer es eas hte * . 
2 “ : pane Spat : Buda Sl Soa) 
’ Mae Sq " 1 + omy . 2 
wie sue ones vigkS er ‘ oe re , 
eae des uktt a A Para ENR Goat at ~ ; } 
1H os vA E 2 * 
\ ’ ? : re 5 , 
wk a “ud y < 
§ ae ‘ 
FoR. Ue LGR ED Rat. fc 
Se ti SS pore Vora ‘< 
" F ’ ‘ 
ee Sa : ‘ 
Bes ata a Fh tat re iis Pape j . 
ye @ So Sear wh Ve ‘ey Re Pee . cate + r 
RAR oe Z x aeses - 
vider ioe : Seep) ; 
, 
pr CS reg = Nae b 
Brees, REN di uve . . 
"2 
. . Ta 2 . 
is ‘ i 4 
\ Py : 
* 
- H 7 . *. 4 i ’ > . 
‘ c “es : A 5 
, jay “y mY ls - te : ; 
He preanin! Sie a CA ene sas, oun ee rss 
* Earp age o * 4 : , u 
§ piss ‘ ae Rea G “ ‘ 
ie Sede Pr Lne = Ke , 4 
c ToS hue ef sis ; 
. AANA Leo Be ‘ee ag ren 
~ * ay gn tay ap ay 4 pics 
‘ é ne a 
. Yo oie Btn Wey, HU A gg 4 ® eH Ree 
a ke AREAS eS ae ame a= rele Par) aw ute 
eye Weed car ; SPA. bey ; ‘ 
we : ; ve = Rosy ge 4 
: Bee RDN a aan aks we ean ee apes i i 
‘ ‘ 


< 
+ 

dec 

acne 


£ 


ow 


on 


AY me 
Ge Cites 
“uk : 
: Q 
DiS wapUenS 
~.<« vi 
; 

a eS 


2 
i 
’ 3 
» 
pee 
4 
4 4 


- ~294 = 


MR. MeCORNACK: We use the banks by way of loans 
on our liquid assets, that is, our manufactured stock 
of goodse 

THE CHAIRMAN: Section 88, as we eall it? 

MR. McCORNACK: Yes, and our trade popors to a .cer- 
tain extent. 

THE CHAIRMAN: Your turnover is very rapid? 

MR. McCORNACK: Yes. Our terms - in fact, a great. 
deal of our sales are made on the cash discount basis, 
and our zextended terms are not beyond from sixty to nine- 
ty days. That is only to the smaller trade, the rail 
trade. Our export business is all on a cash basis - 
practically cash against documents. 

THE CHAIRMAN: You require such big seasonal credit‘ 

MR. McCORNACK: Yes, my lord. There are credits 
which are supposed to come close to liquidating themselves 
at least once a yeare 

Now, I have noticed some states its made in the 
Press, if I may refer to them - 

THE CHAIRMAN: By all means. 

MR. McCORNACK: -- that the managers of our local 
institutions We should be given more leé+way in the 
matter of extending credit up to the sum equivalent of 
fifty thousand dollars. I will not speak of that at all, 
but I wish to say that in the arranging of credit it has 
ee my experience with the banks that we secure a line 
of credit good for a year, until it is changed. Now, 
we are always advised, even by the bank if we fail to look 
after this matter ourselves, that we shod again submit 
a statement of our financial condition to the bank in time 


so that the matter will go to the head office and be passed 
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upons In ry experience I heve found no delay or dif- 
ficulty in thet respect. I just rever to that oving 
tc the fact of Naving seen the iter in the Press. 
| WHis CHaIRlaks Could you give us same idea of 
the volume of business now es co pared with, say, five 
“ears ago? 
ER, eC. 1.CK; You mean in this vicinity here? 
‘tli OH.zTR alls Yese 
Wh, VeCORM.Ck: Well, thevolume of business was 
reduced prettv "ell over the nrovince generclly covn to 
noarly twenty-five p2 cent ov its Corer co: pacity. 
HE Chalvieals Liv solic tout. eucyefive ocr centy 
PRs VOOQOCLGKs. OT, 3te. for: er oc pacity, over the 
PTOVIROS Penem Live Rita vere, in, tails. i.reijete, istrict 
it is now operating: st a “i-her basis than that, probebly 
eround about forty os cente 
SIR QO. aa a reer Umer 
lie LOCOMNCK:. Yes, 
OL «Gia. vdeo Wiet aoe tre torica? 
LA, MoGuni Ch? The price. hs dre sve init hiy per cent 
from whet itiwas in’ the veers 1926 cna rS29, 
Soe STO. oO eee VOR tro bion vine you! would 
not r:quire so much crecit? 
lite MOCORMCK? 9N turally, naturalbys very naturally 
4% would foliov, yes. The averse selling v' lue of Lumber 
hes rediuead about Tifty por tert Trev o* wet it: we shige the 
years 1928 uil9e9 «ni for sone’ vars oreviousiv. 
“Hao Walt, vy <5 "Nes do "OU ettritite the falling 
off in business? 
URe MeC0. ACK: Ciell, one right Rave an opinion which 
Lould be difrerant fro thet ov muny others, “I think te 


sore extent we have bed ourselves into this thins. 
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I think to a very great extent - to some extent at least. 
In our own industry, 2s I have found in studying 
it, Canada had to engage in a war in the year 1914, where 
she remained for four years, and a substantial part of 
the world with her, During that period of time ~ and 
the same is true in the United States, even before they 
themselves entered the war - a great deal of effort was 
given to producing goods for war purposes, and we went 
along through those four years during which time the normal 
work which would be dene in milding, nd soforth, was 
of necessity neglected, and neglected prattioelly for another 
one or two years following the close of the wex, when of 
course something had to be done to get these building 
improvements which had been postponed started again, end 
we did get it started in various wayse I think in our 
own country they were helped co. some extent by floating 
in the ycar 1919 a large amount cr bonds te help get things 
started; the same thing took place in the United States; 
a great effort was made over there to get building started 
and business generally started following the war, 
Naturally then from 1920 for a period of about eight o” 
nine years we had quite a boom in the lumber business, 
and I think in business of all kinds - we certainly had 
quite a lively boom an the lumber business. Well, 
anybody who has s tudied building operat: 3s .ad the pone 
Bumptian of lumber ‘should know that that ciuing could not 
“contirme because ultimately you get caught up with your 


work amd hawe to’ have a slow-down, 
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In my opinion we did a business in lumbor that 
shoulda have been done over a poriod of sbout four- 
teen years inside of about cight or nine years, and 
consequently wo could not oxpect that demand to con- 
tinuce fn the moantinc,while this demand was with 
us,now plants were started and we got to over-pro- 
ducing, and in our industry at lcast ten per cent 

of production at no time scriously affccts costs. 

As to what brought about these world wide 
conditions, that is a quostion that is too far 
aficld for me to answor with ay limited knowledge. 

I for one did not cxpect the boom wo had in lumber 
could have continuod indefinitely because we have too 
much production. | 

HON. MR. BROWNLEE: Arc you prepared to say 
What your chief markets are for lumber? 

McCORNACK: A very large part of our market, 
more than fifty per cent in the case of my own com- 
pany, is in foroign trado. 

HON. MR. BROWNLEE: With whet countrics 
particularly? 

MR. McCORNACK: With China, Japan, Australia, 
Great Britain, and some small business inthe West 
Indices. 

HON. MR. BROWNLEER: Who are your chicf come 
petitors? 

MR. McCORNACK: The Baltic countries to-= 
gother with Russia. 


HON. MR. BROWNLEE: Have you found that 
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five per cent in your business» 

MR. McCORNACK: Yose 

HON. MR. BROWN. os Have you found that cons 
sumption has fallonoff to that extent or has some 
other country reoplacod British Columbia in doing the 
business? 

MR. McCORNSCK: I have only a limited know- 
ledge, of course, but I may say that prior to this 
depression wo wore marketing lumber in the United 
Kingdom only in special things which the Baltic coun- 
trics were not able to produce. woen welmave to go 
further than that to market our procucts, we have 
to meet their competition, but this is the way we 
meet their compotition. We have been opcorating 
for three years regardless of any profits at all 
just in order to try and keep our organizations to- 
gethcr and to kcep.a de. .« isumber of men in employ= 
mont and from being thrown into a position where they 
would, Peoulre relic i.e Profits have been o verlooked. 
Conscquently we go to any market that will afford us 
some assistance under the conditions under which wo 
are operating. 

if I.may, bo. permitted, and ifeit’ is not out 


of place, I just want to make one remark about the 


competition we have to meet in t?: -a~lLticks There is 
the big factor of transportation. With regard to 
the average value of lumber that we ship t» the United 


Kingdom at the present time -- if I am wrong I will 


ask Mr. MacMillan to correct me == we are under a 
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herdicap in transportrtion alone equal to fifty per 
cent of the valuc of our product as we lay it down 
on the dock to be loaded on board ships 

SIR THOMAS WHITE: As compared with what? 

MR. McCORNACK: With Sweden and Finland and 
there is only a vory slight difference between them 
and the Sovict Ropublic, but Mr. MacMillan is more 
familiar with the freight rates than I ame I have 
been using a figuro of $6. ‘There is a handieap 
running from six to oight dollars cornared with Swed 
and Finland. 

COMMISSIONER LEMAN: On the British merket? 

MRe McCORNACK: Yos, in getting to the Unite 
Kingdom. No one «“nsay that that is a profitabl¢é 
Jiwsber business. 


THE CHAIRMAN: It is a big geographical hands 


MR. McCORNACK: Yes, a tremendous handicap. 
When you lay say fifteen hunéred feet of lumber on a 
dock at Vancouver to load it on a ship you are at 8 
disadvantage of fifty per cent of the value of thet 
commodity in transportation to meet the competition 
in Europe. | 

SIR THOMAS WHITE: Mr. ueGoraack, I would 14) 
your opinion of the importance of the market of the 
United States, say in 1927, 1928 and 1929, before th 
depression. Did it play a very considerable part? 

MRe McCOKNACK: Oh yes, a very substantial 


oust for the industry generally jm British Columbia. 
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I know that in our owncase, Sir Thomas, for a number 
of years it ran to thirty and thirty-five per cent of 
our entire production. 

SIR THOMAS WHITE: Apart from any tariff ac- 
tion which has affected you what would you say as to 
the probable demand from the United States under the 
conditions that have prevailed there during the last 
two or three years? What would you naturally cx- 
pect to Pind? 

MRe McCORNACK: We could not naturally expect 
the same amount of business that we had when conditions 
were good because our principal competitors in manu- 
factured lumber on the other side of the line are the 
states of Oregon and Washington, and they have been 
brougnt down to a very small producing capacity in 
the last two or three years. 

SIR THOMAS WHITE: In addition to the slacken- 
ing of demand owing to the depression what, if any, 
change has taken place with regard to the admission 
of lumber products to the United States during the 
last three or four years? 

WR. McCORNACK: From thie year 1916, if my 
memory serves me right, Ee had a free entry into the 
United States for lumber and that continued until 
1930 or 1931 when a duty of $1 per thousand feet 
was imposed against manufacturcd lumber. That 
continued until on the 20th of June a year ago there 
went into effect anexcise duty, or whatever you may 


call it, of $3 per thousand feet so now we have a $4 
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duty or tax or wetewes you call it, or a combina 
tion of duty. danas tax equivalent to, $4 per 
one thouselte devlion both rough ahd manufactured 
lumber, 3 ibis, * ps, . 

COMMISSIONER en AW doc naadeaies enond delay 
of the: Lumber? as ey ae | 

: MR. McCORNACK: Yes; regardless of,.the quality 
of “the lumber. It 4s not an ad valorem auty at alle 

SiR THOMAS WHITE: Would ‘you describe that es 
a prohibitive barife, or “practically so, Or a very 
heavy tariff? phurdbices you describe 6%. 

MR MoCORNACK: It t6°é very heavy tariff when 
vou have to pay 4 for ono’ thousand feet. on a producs 
worth $10 to-day at your mille ' It will s+ easily be 
secon that that is a very heavy tax. 

HON. MR. BROWNLEE: Can you give the Comissio: 
any information as to the volume of business from 
the British Columbia lumbering industry going to the 
prairies Ss ay in1928 or 1929 as compared with last year‘ 

WR. McCORWACK: “I think'I can get that for yov. 

“HON. WR. BROWNLEE: I should be glad if you 
woulda 

MRe McCORNACK: I will get it and send it to 
the Commission at the hotel. 

THE CHAIRMAN: Thanks very much. 

HON. MR. BROWNLEE: I am interested to know 
what falling off there has been as a result of the 
Low crop returns. 


THE CHATRMAN; We are much indehted to you, Mre 
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McCornack. 

MR. A. He MERCER: I represent the Fraser 
Valley Milk Producers'Association. 

THE CHAIRMAN: Is that a co-operative assoc- 
lation? 

MR. MERCER: Yes sir. 

THE CHAIRMAN: We shall t- very glad to have 
fromyou any comments on your relevions with the banks 
and the extent to which you are satisfied with pre- 
sent banking facilities, also any criticism you wish 
to make. 

MR. MERCER: = might say, your lordship, that 
as anorganization our oxpericnce with the banks has 
beenv ery happye We have at all times been able to 
get what credit we required without any difficulty 
at all. We may, however, suffer at times as a 
result of the possibility of our paying more for that 
accommodation than some of our competitors in foreign 
countrics, in view of the fact that we do somo for- 
eign business. Our Association has had no difficulty 
in getting bank credit and loans “som the banks as 
required. 

THE CHAIRMAN: You might tell us a little 
about the constitution of your Association? It is 
an association of milk producers? 

MR, MERCER: To", 

THE CHAIRMAN: (fink. central factories pro-= 
cessing the milk? 


MR. MERCER: Yes, the milk is consigned to 
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our organization. 

THE CHAIRMAN: Do you buy from the farmers? 

MR. MERCER: No, it is consigned to us, and 
we handle milk in all of the phases known to the milk 
business, known to us at any ratc. We are interested 
in distribution by retail. We meixe buster, cheeso, 
buttermilk, casein, somi-solids, also evaporated milk, 
and we ship milk products to many foreign countries. 

THE CHAIRMAN: What is the extent of your ox- 
port business as compared with your domestic business? 


MR. MERCER: I would say probably fifteen per 


cent. 
THE CHAIRMAN: Fifteen per cent export? 
MR. MERCER: Yes. 
THE CHAIRMAN: And the rest is consumed at 
home? 


MR.. MERCER: Yes, in the domestic market. The 
exchange problem is somewhat cmberrassing at times. 
When we met the pound sterling ani convert it over 
here inwo Canadian money it does not represent very 
much at certainp eriods, but of course just nowit is 


tr 


not sO embarrassing. 


THE CHAIRMAN: To what countries do you export? 


WR. MERCER: We export to Grea Britain, India, 
Chiva, end some of the Scush American countries. 


THE CHATRMAN: And you use the banks to assist 
you i: the conduct of your export business. 
MR. MERCER: Yes, surely. 


THE CHAIRMAN: What its the general course of 
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business now in your export line? 

MR. MERCER; In what way? 

THE CHAIRMAN: I moan how do you finance it. 

MR. MERCER: We do not make any special 
arrangements for financing our export business. It 
is just done in the ordinary course of business, the 
same as our domestic businesse We arrange with the 
banks at the beginning of the year for a line of 
credit and just use that from time to time. 

THE CHAIRMAN : What security have you to give? 

MR. MERCER: Yrade papcr 1d se statement of 
inventory. 

THE CHAIRMAN: You can get security, of course, 
on ggeeds in your ownh ands? 

MR. MERCER: Surely. 

THE CHAIRMAN: Do you find that that is a 
useful facility? 

MR. MERCHR: Yes. 

THE CHAIRMAN: And your turnover would be pretty 
ra pid. 

MR. MERCER: Well, at times we carry quite 
heavy inventorics for several months in the year as 
the result of quite a large increase in production 
during, say, a certain flushp eriod of the year. 

THE CHAIRMAN: That is e c:imatic or seasonal 
condition? 

MR. MERCER: Seasonal, yese We would proe 
bably have several hundred thousand dollars worth 


af goods unsold at certain times, and that is financed 
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largely with bank moncy. Those goods are gradually 
fed to the market as the flush p criod disappears. 

SIR THOMAS WHITE: So that the entire loan 
might liquidate in the course of a year or at all 
events be lowered very considerably. 

MR. MERCER: It is usually liquidated each 
year, although we have not had any serious difficulty 
ifit is not liquidated in a year. 

THE CHAIRMAN: And you can count on that 
eredit? 

MR. MERCER: Yes, we have never been disappoii 
ede 

THE CHAIRMAN: We do not want to ask questia 
about a man's personal business, but you are speak- 
ing for the Association. Can you tell us what rate 
is charged to you for your accommodation? 

MR. MERCER: To the Association? 

THE CHAIRMAN: Yes 

MR. MERCER: Six per cent. 

THE CHAIRMAN: How long has that rate obtainec 

MR. MERCER: For the last five or six years. 

THE CHAIRMAN: And no variation in that time? 

MR. MERCER: No. 

THE CHAIRMAN: Was it higher beRore? 

MR. MERCER: Yes, in our younger days it was 
higher, I presume; in fact, I know it is higher. 

The banks may not have had as much confidence in us 


then. 
COMMISSIONER LEMAN; As faras your foreign 
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trade is concerned, do you extend credit oris it 
conducted with sight drafts or short term drafts? 

MR, MERCER: Short tormdrafts. We have our 
agents there and we draw on them from time to time. 

SIR THOMAS WHITE: And you got your rate of 
exchange from the bank? 

MR. MERCER: Yos. 

HON. MR. BROWNIZE: There is no reduction 
in your rate coincident with the reduction in the 
rate of intercst on deposits? 

MR. MERCER: No. 

HON. MR. BROWNILER; What percentage of your 
business, might I ask, goes to Great Britain? What 
volume do you export to Great Britain in a year? 

MR. MERCER: Probably $125,000. 

HON. MR. BROWNLEE: Is that a substantial 
part af your total business? 

MR. MERCER: Noy I would ib say S806 

THE CHATRMAN: He told us fiftcenyerc ent 
export, and of that export how much gocs to the 
United Kingdom? 

MR. MERCER: I would prefer to check the 
records on that and give -7ou the correct information 
if I can later. I cannot spcak from memory recliably 
on that point. 

HON. MR. BROWNLEE: So any variation between 
Canada and the United States would not have a reaction 
on your total business? 


MR. MERCER: No, not a variation between 
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Canada end the United States, but a variation betwem 
Canada and Gre&d Britain would. 

HON. MR.» BROWNLEE: When you spoke of your 
relations with the banks, were you speaking from the 
standpoint of your Association as a business organi» 
zation, or were you speaking on behalf of your menber 
producers? 

MR. MERCER: So far I have spoken ‘conly as a 
resultof the experience ofour Association. The 
members! story would be entirely different. 

HON. MR. BROWNLER How many members have you? 

MR. MERCER: We have 53,5006 

HON. MR. BROWNLER: Is there anyone here 
who will be speaking on behalf of your members, who 
I presume are all agriculturists? 

MRe MERCER: Ido not know that there is any- 
one p resent this morning. I did not know that I 
was going to be called or probably I would not have 
beenp resent either, but we can contact you with our 
members who will be glad to tell you what experience 
they have had in trying to get credit which they 
needed badly. 

HON. MR. BROWNLEE; I would be interested 
in hearing the experience of the rural part of British 
Columbia as well as of the industrial part. 

MRe MERCER: We shall be very glad to extend 
an invitation to.your CaiimLaston to visit say the 
little village of Chilliwack for half a day or so 


and we will there bring in to you a flockof members 
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whom ‘you will be glad to hear and they will be glad 
toh car you. 

THE CHATRMAN: Liamysure 75 .0t1d) be very 
interesting and profitable, but if we visibed one we 
aouee have to visit them all or our lives would not be 
worth much. Could we not get representatives to tel] 
us their experience? 

MR. MERCER: We shall do our best to bring 
Popmansinee Lawes into town. We shall probably have to 
pay their way. 

THE CHAIRMAN: It is a little embarrassing for 
aman to have to talk about his own affairs in public, 
so if any of* themdesire to see us privately and tell 
us about their own personal affairs we shall be very 
glad to do that or they might send in a memorandum. 

I am very anxious tohear exac.’y what their exper- 
ience has been. 

MR. MERCER: So far as my own vocorsonal exper~ 
tence as a farmer is concerned, while I am probably 
somewhat better ailéuatea than Pe ee I have 
required creait = have not been disappointed. Your 


7 


lordship is particula."’. interested in the farmer who 
does require credit? 

THE CHAIRMAN: Yes. 

MR. MERCER: We will make an effort at least 
to get a representative who will speak to you from 
the standpoint of the producere 

COMMISSIONER LEMAN: May I asia one - 
question about the cost of processing. Would that 
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be a large itom in your expenditure, or is the bulk 
of your business just the natural milk product as you 
take it from the farms? 

MR, MERCER: The cost of processing varies, 
of course, with the commodity you are handling. Biba 
the case of evaporated milk it may amownt to 60 cents 
per pound butter fat, while as regards the commodity 
of butter the cost per sound of butter fat would 
probably we three or four.cents, It depends on 
the commodity you are working withe Cheese would 


be one cent a pound. 


HON, MR, BROWNLEE: You have stated that 
six per cent was the cost of your accommodation. 

Are you able to say from your experience what the 
cost of accommodation is to your producers for any 
credit they have obtained? 

MR. MERCER: iI would say *. "ht per cent. 

THE CHAIRMAN: Has that varied at all in 
recent y ears? 

MR. MERCER: I do not think so, so far as the 
banks are concerned. Apart from the banks, local 
Loane may Vary, “and tk.* do, 3, belisve, 

THE CHAIRMAN: Is that rate so fixed that it 
docs not vary according to the nature of the security 
afforded? Some loans must have very much better 
security than others, 

MR. MERCER: TI could not answer that. 

THE CHAIRMAN; Thank you very much. 

MR. AUSTIN TAYLOR; If your lordship would 
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proceed by way of asking me questions I »should be 
vory glad to give any information that I can. 

THE CHAIRMAN: You represexwt the Mining 
Association of British Columbia? 

MRe TAYLOR: No, sir, I donot represent the 
Mining Association, I happen to be president of a 
mine. I shall be glad to tell you anything about 
the mining industry of British Columbia that I can. 
We have done a lot of work, examined a lot of pro# 
perties and I would be glad to tell you of the con- 


tact between banking and mining. 


THE CHAIRMAN: You are you.rscit a : practical 
miner? 

MRs TAY GOR, Noy, sin. 

THE CHAIRMAN: What is your business, may I 
ask? 

MR. TAYLOR: » Tho financing of mines. 

THE CHAIRMAN: Individual mine or a group 


Of mines? 

MR. TAYLOR: We have examined about 1,500 
properties in British Columbia, 

THE CHAIRMAN: You prospect and ascertain 
whether it is a good prospect, and then put it on 
the market? 

MR. TAYLOR: We have not o1% a property on 
the market yet except the Bralorne. We have examined 
1,500 properties in British Columbia and we have not 
been fortunate in finding one. We have done work on 


probably ten per centof the rest, If I may continuc 
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along uy own lines, I understand that you wish to 
know if the banks will lend money on these prospects. 
Is that your question? 

THE CHAIRMAN: Yese 

MR TAYLORS ZF the heeac office of thie, 
bank instructed their branch manasvr. tv assist in 
the development of the mining industry es a whole by 
lending money on prospects I do not think the Bank 
of England has enough money to satisfy the needs of 
the average prospector or promoter inhis estimate 
of the value he puts unon his p roperty. A mine 
38 Very difficult to finance. As I said we have 
examined 1,500 properties in British Columbiae We 
have done work on probably 250. At present we are 
working on two properties. 

THE CHAIRMAN: What minerals are you looking 
TOP? 

MRe TAYLOR: Gold or anyo ther precious 
metals that will show a profit. There are lots of 
mines to-day such as silver mines that cannot be 
worked on account of the low pricc of silver. 

THE CHAIRMAN: Tf you found a mine that 
has a reasonable promise -- 

MR. TAYLOR: We spend our own money, and if 
the mine turned out to be good we pass it on to the 
PULL oe We develop the property to a point which 
we believe to be beyond the prospect stages 

THE CHAIRMAN: For that particular stage of 


development, when you are merely prospecting, I can 
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quite see that you may have difficulty in getting 
money from the banks for thate Itis a highly 
speculative business? 

MR. TAYLOR: Yose. 

THE CHAIRMAN: The figures you have given us 
as to the number of mines you have examined would 


indicate that. How do you financo it? 


MR. TAYLOR: We finance it ourselves. £ alss 


t 


represent an oil company, which is just the opposite 
from a gold mine. it is not quite so profitable. f 
am vice-president of the Home Oil distributors. We 
buy our oil in California and process it in British 
Columbia. When you are producing gold in Canada or 
course you get a premium. 

COMMISSIONER LEMAN: Have you any figures as 
to the amount of gold produced in British Columbia 
last ycar? 

MR. TAYLOR: I have not got them with me but 
I can got them for you. 

COMMISSIONER LEMAN: I think they would be 
interesting. 

MR. TAYLOR: I shall be glad to get thom. 

SIR THOMAS WHITH: What would be the effect 
on silver miming in British Columbia if you had a 
PIES Ln the Brice of Siiver? 

MR. “TAYLOR: I have a lot of properties in 
British Columbia that can operate on fifty cent silver 

SIR THOMAS WHITE: Itis now under forty? 


MR. TAYLOR: From 36 to 40 cents. I have not 
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scen the quotations in tho last few days. 

SIR CHARLES ADDIS: What is the present pro-= 
duction of g01d? 

MR, TAYLOR: I will get that information and 
send it to youe Do you wish the figures for British 
Columbia or for Canada? 

COMMISS! ONER LEHMAN: The records in Ottawa 
would give us the Canadian figures but we would like 
the British Columbia figures. 

SIR CHARLES ADDIS: Has there been much in- 
crease in tho last few years in the production of 
gold? 

MR. TAYLOR: I would say so although I do not 
know. Our records show the average for the first 


six months of this year. 


SIR CHARLES ADDIS: Have you any idea how 
much of that increased production has been assistod 
by the premium on gold? Is that an important 
factor? 

MR. TAYLOR: I do not know whether it has 
. affected the production in British Columbia but 
when gold is $20.67 an ounce you are limited as to the 
ores you can work. When more gold is wanted, the 
higher the price of gold,and you can then work the 
lower grade ores. You cannot work them except on 
a very large scale, say $6 or $8 ore at $20.67, but 
you can work a $12 ore profitably. If you take a 
*6 ore and put through a thousand tons you can make 


a profit. 


: 
f 
. 


tie “et a at Ake hao ia: 'y 


| ¢ ae 


Series 


. 14 id | 


ce ie ea Ba an 


a dius 988, es oe 


ta re ee j mr = . ‘ 
jo: wo mstoubors.g oes ae Wor: “Souk ‘She #k onmerto a 


Sey 


Sits 
Gas re oi ee x a SB OM 
ul a I ; i 


‘ 4 ee 
. ne, % 
; Ree apes, ee bomen 


é Ul oe eh) Bs Uae + cekp . \ 
- doeieb I. Aguodtiq on. eae bistow E ¥..: ‘Hani aa ey 
AO eae. ot, pOBPTOTS . on “woke ‘abto! bax 0 sword 


one aie oy pd 


é "a8 eke “ho wate ate 
| ? fg, 
.  woat’ ‘pebl tne ey exalt. 22maga acienasto ate 


boda deta -topteed apatosiiorg Soeaotsat eile $6 choxne 
dpradreonned O43 jedd of | one, na ee acted ced 


pale 
erates 


nf y | eae Veen sa * hia on . 


Peete ke ume 4, - Rien ie! Be q : \ : 
oe anes: Berean PRP pees .: 
4 ie bauige ne 


bast. dt tedterdy Sorel Son ob . aur iM 


<i by Fang eee ae 
ted. efdanlod gorge nh sold oubend “ots Heber Le 
es ca ae 


ott of 28 Hotimtt om soy” “sonyo: 8, Us 6Se oe inade acde 
tybadosw @ pioa orvomt soc ton. “Sua Gay wore 


by nd) oha tena teeter 7: ' 
OES ROW: nom .. (fino 10% ban bios fee! sonng orth medial ‘a 
ye non EN ee 2 os 
.* sO-PepoRe, moxtt alow donna. sok ‘dais: ‘aiorry sowot 


SN Ie 


a Pe 
Ss thetd:: 8O~08M) ta 920 a tte book ton “aiseh Speet? grey 2 
. & oxea goy 12 cehéas tot oro SiG S atear neo soy 


% « Rice pita eS 


sn e ot in a i 
Le Waa ae oe Bis cermin, ie 


” we *e Rul Wy i ; 
y ca ape Bee RE ea wees ~ 
, Grae ake wis ed de 
: +4 i ass ee ae ee : - 
. bo ' ‘ aie 
: eel see ee 
t . > ON s ae as eh : @ es 
ae fi ot Ae ae Ay ees That ie Pea a 7 
Pret a | 


as our oo Sas) Me 


- 325 ~ 


SIR CHARLES ADDIS: The premium has not yot 
begun to tell on production? 

MR. TAYLOR: i will oventually, 

SIR CHARLES ADDIS: But not yet? 

MR. TAYLOR: There are cortain ores that we 
could not work profitably when gold is at $20.67, but 
when we are getting $30 we can make money. 

SIR CHARLES ADDIS: Provided that itis be» 
lieved that the premium will continue? 

MR,- TAYLOR: Yos,.if the present price cone 
tinucs « 

SIR THOMAS WHITE: Is tho  ove-stage of mine 
to prospects any less in British Coiuaki.. for gold- 
producing ores than anywhere else in your oxperience? 
You spoke of finding two mines out of 1,500 pro-~ 
perties that you examined. 

MRe TAYLOR: Tu -coeond one was not a mine. 
We have a great many gold s:sincs developed in British 
Columbia and a lot of prospects. 

SIR THOMAS WHITE: Are any of the old prow 
perties that were Se eee years ago being prospected 
again? 

MR. TAYLOR: Probably some of them. 
SIR THOMAS WHITE:.. B ecause of the rise in 
the price of gold in terms of com .dities. 

MR. TAYLOR: Well, gold at .cc present time, 
I do not say it has reached its peak, buy 0b has 
reached its peak in purchasing power on account of 


present commodity prices. 
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SIR THOMAS WHITE: Ino ther words gold has 
gone up in terms of commoditios? 

MR. TAYLOR: Yes. 

SER THOMAS WHITE: If it had gone down in 
terms of commodities, or in other words if 
commodity prices had risen, some of the mines which 
have been producing would probably be closed up? 

MR. TAYLOR: Itis what we call a marginal 
property; that is one where with an increase in the 
price of gold you cen produce at a profit. An ine 
crease in the price of gold of say $10 an ounce means 
that a marginal property can be worked profitably. 

SIR THOMAS WHITE: That applies to Suk Gore 
modities as well as gold, to coffee and sugar, for 
instance. 

MR. TAYLOR: Yes. 

COMMISSIONER LEMAN: Are your gold mines free 
milling? 

MR, .TAYLOR: Oure is.free milling. 

COMMISS ONER LEMAN: Soyou are dependent solely 
on the price of gold? 

MR. TAYLOR: Yes, sire 

THE CHAIRMAN: I think, Mr.. Taylor. I thihk that 
is all we desiree. Many thanks. 

Is Mr. Hager present? 

MR. AL HAGER: I represent the Canned Salmon 
Section of the Canadian Manufacturers! Association. 

THE CHAIRMAN: That of course as we know is a 


very big industry in British Columbia. 
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MR. HAGER: Yes. Owing to the short notice 
of your sitting here we found it impossible to have a 
meeting of our Association to discuss the questions 
that might be of interest to your Commission, We,oare 
at the height of our packing season and a large major- 
ity of our members are now in the north. 

THE CHAIRMAN: But if you have any serfous 
grievance it would be present in your mind now I 
suppose as much as at any other time. 

MR. HAGER: Well, I have none, but I shall be 


glad to answer any questions that you care to ask me. 


THE CHAIRMAN: I think you ought to cae 
little bit about the relations of your particular 
industry with the banks. We want a picture in our 
minds of the financial struction in British Columbia 
in regard to its industries. We have had a gentleman 
speak of lumber and another of mining and another of 
milk. You represent the canning industry. Tell us 
what has been your experience and how you finance your 
business and if the banks are operating satisfactorily 
in regard to your particular industry. 

MRe HAGER: I willspeak of my own company 
alonce 

THE CHAIRMAN: That is very good. 

MR« HAGER: It covers a large span of ycarse 
We have operated with substantial loans from the banks 
under section 88 which we have found to work wery 
satisfactorily through all those years without ex- 


ception. 
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THE CHAIRMAN: . That facility that is provided 
in Canada under section 88 works well in your caso? 

MR. HAGER: In our particularcase, yes. 

THE CHAIRMAN: Would you tell us what the banks 
have charged you for accommodation? 

MR. HAGER: Six per cent without variation 
for twenty-five yeoarse 

THE CHAIRMAN: Have you always been able to 
get as much accommodation as you needed? 

MR.HAGER;: Always, promptly and without de- 
Laye 

THE CHAIRMAN: I do not want to ask you to 
compliment yourself, Mr. Hager, but is your company 
one of very good standing? 

MR. HAGER: Business has not béecn at all 
prosperous during the last three years. 

THE CHAIRMAN: Tell us a little about the 
vicissitudes of the business in the last few years. 

. MR. HAGER;: The collapse in the food in» 
dustries during the past few years has been extremely 
serious and the fishing business of British Columbia 
has hadits full share of that depression. 

THE CHAIRMAN: Do you do an export business 
as well as a home business? 

MR. HAGER: A substantial business. 

THE CHAIRMAN: Do you do am export business to 
_ the eastern markets, China and Japan? 

MR. HAGER: No, Japan and Russia are our 


campetitors in the export market. 


e ee om ' 


“motte leew duoddee “ito 0, a ait, as eee f 


ae nl ait Ah Pye Ca sy) is | 
k ; Pa See eats} { } . he. eit : iY 5 ee 
| do wey tae of ew ton wb t aE lead | | 


" mai. Bocg 3 ris 
iis 3a dood ton jas eeentend SSO ati 
WB T0Y ‘oor Std odd ‘gabaihe adovegione 
oie twods oF Ftt-o nic, Ef smack wae DO ee 
seT20y wot 7 jean exit ne. sepaterd adit ‘® eostitieatady... | ’ 
ettk boot odd ‘nt ‘Seqadfon oct sath fat 
yWonontxe good eirt exaay wot toa eit dade. 


Jdeerlod detthst “to: eeqmtesd prekite sts ‘od? Baie: watson, a 


Pena, 


oleeorged dadt on erede” Ey? deeameeaitl 
‘esontend Scogxo: ms Ob soy OF ‘masts scaadli meee ke its 
racenteud fod ose ew oe | 
9? uontand 2g de: oe aad 6a ‘sia 


- 327 - 


THE CHATRMAN; Then where are your consumers? 

MR. HAGER: Twenty to twenty-five per cent 
domestic market and the balance export on canned 
salmon; seventy-five per cent export. 

“THE CHAIRMAN: Largely to the United Kingdom? 

MR. HAGER: I think it might be fair to say 
that France was the largest importer of our goods up 
to three years agoe 

THE CHAIRMAN: Thatis interosting. 

MR... HAGER: But France gave Japan a very 
favourable preforence for British Columbia salmon 
with the result that we were unable to get into that 
market... | 

THE CHAIRMAN; Next to France whohas beon 
your next best customer? 

MR. HAGER: THe best customer for the medium 
and lower grade salmon has always been England, but 
not for the high grades. 

SIR THOMAS WHITH: Are you shut out from the 
export market now? 

MR..HAGER: Since the new Canada-France troaty 
has come into being we are under a quota on even 
terms with Japan and the first result of that was a 
movement of 75,000 cases some two months ago. Just 
what is before us we are unable to say at this time. 

SIR CHARLES ADDIS: How do you finance your 
export trade? 

MR. HAGER:. In the usual waye 


SIR CHARLES ADDIS: You draw bills? 
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MR. HAGER: Yes, it is a cash business, and 
at times these bills are discounted by the banks. 

SIR CHARLES ADDIS: For thirty, sixty or 
ninety days? 

MR. HAGER: At sight. 

SIR CHARLES ADDIS: You do not give any credit 
at all? 

MR. HAGER: None at alle None has been asked 
for. It is a cash business. 

COMMISSIONER LEMAN: You have your own agents 
in France? 

MR. HAGER: We have. Y thin that “s custome 
ary with ail the firms. 

| HON. MR. BROWNLEE: Russia and Japan entered 
very largely into your business in the last few years, 
I understand? 

MR. HAGERs And prior to thate 

HON. MR. BROWNLEE: Had theyany advantage in 
doing business with other countrics as compared to 
yourself? 

MR. HAGER: Their methods of catching fish are 
more economical than ours, and their labour costs are 
infinitesimal as compared with us, but the low value 
of their money is probably the very largest factor. 

HON, MR. BROWNLEE: That was the reason for my 
question. You believe that, do yor? 

MR. HAGER: Very much so. Italy ir: closed 
its doors against us by means of its high tariffs. 


In South America the business depression is so bad 
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and the valuc of their money is so low that we prace 
tically have no business with South America to-daye 

HON. MR. BROWNLEE: How muchhas your business 
fallen off in the last fow years? 

MR. HAGER: I canexpress it in this way pro» 
bably as clearly as in any other, Take the year 1930, 
when there was a& normal pack of canned salmon in 
British Columbia. in. 191. the yr ir ves thirty per 
cent and in 1932 forty-five per cont of the 1930 pack, 
so the 1931 and the 1932 pack was only seventy-five 
per cent in those two years of what had been the pack 
in 1930, and for that reason we were able to liquidate 
the 1930 pack and suceseding: packs. 

HON. MR. BROWNLiwis What is the value of your 


salmon pack in British Columbia in gross figures? 
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MR. HAGER: I think it will be approximately 
correct to say twenty millions of dollars. I think that: 
figure can be easily secured. 

SIR THOMAS WHITE: So far as currency is concarned 
your position has improved since the Canadian dollar 
has been more on a parity with the British pound? 

MR. HAGER: Very materially. 

SIR THOMAS WHITH: What advantage at the presént 
time would you say Japan and Russia have over you by 
reason of their currency being on a lower basis at the 
present time, having regard to its legal rate? 

MR. HAGER: Just that exactly. 

SIR THOMAS WHITE: How much now? 

MR. HAGER: I am sorry to say I cannot tell you wna’ 
the yen is worth recently but I think the difference is 
very terete. 

STR CHARLES ADDIS: One and twopence as against 
two shillings. 

SIR THOMAS WHITE: What I am trying to get at is 
this® supposing the Canadian dollar is on a parity with 
the British pound sterling ~ I am speaking of today, 
not two or three years ago - you probably know this, Sir 
Charles: what would be the percentage of depreciation of 
Japanese or Russian currency as compared with the Canadian 
dollar at the present time? 

MR. HAGER: Well, that is just what I say, I am 
unable to tell you, not knowing the value of the yen for 
the moment. | 


SIR THOMAS WHITE: What I am trying to get at is 
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the present situation, not a year ago. 

MR. HAGERt It is quite material, 

StR THOMAS WHITH: Are not you in a bétter 
position? 

MR. HAGER We are better than we weré, but that 
is.only om of aye YeAasouse 

SIR THOMAS WHITE: I just want to se to what 
extent you ard still affected by that notwithstanding 
our dollar has be¢ome on a practical parity with tHo © 
British pound, 

SIR CHARLES ADDIS: Would it be fair to say that 
the benefit you derive is only while the exchange is 
falling, and that when the fall comes to an end the rela- 
tive advantage disappears? 

MR. HAGER:; In so far ag currency migent be concerned, 
but the other advantage will never:ceasc. 

SIR THOMAS WHITE: Is it not the low value of their 
currency? 

MR. HAGER: Likewise their lower cost of produc- 
tion? 

SIR THOMAS WHITE: I wes confining my question 
to currency alone. 

MR. HAGER: Up till recently, if not to-day, 
British capital has fostered and financed the Oriental 
packse 

SIR THOMAS WHITE: How do you feel about the 
outlook, how do you feel about the situation now? 

MR. HAGER: We feel a little better over the 
general outlook, The main thing - fear ~ seems to 


have been chased away, and we are all fceling a little 


nt BAY 


more hopeful. We ean say frankly to you that there 
will.be no profit this year in the werine of salmon. 
That applies to any concern in the province. The price 
of our raw produce is materially higher; selling prices 
have not advanced. I think they are practically the same 
as they were last year. 

THE CHAIRMAN: Whence do you derive your optimism 
if your costs are going up and your profits are non- 
existent? You must be a very determined optimist. 

MR. HAGER: Well, we have to be or we would not 
be fishermen, but the general demand and the movement 
of goods, the general trading gives us that more hopeful 
outlook. 

SIR THOMAS WHITE: Have not you had recurring 
conditions, none quite as severe as this over a long 
period of time? 

MR. HAGER: That is correct. We have had bad 
years, never for so many and never so accumulative. 

HON. MR. BROWNLEE: Do the prairie provinces take 
much of your pack? 

MR. HAGER: Yes. 

HON. MR. BROWNLEE: Running into what figures 
approximately? 

MR. HAGER: JI would have to get that for you, 

Mr. Premier. They are good regular buyers of our 
product. 

HON. MR. BROWNLEE: Has the volume fallen there 
very much? 

MR. HAGER: Yes, I believe it hase 

HON. MR. BROWNLEE: In what way? By cheaper 
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grades or by volume? 

MR. HAGER: Our prices have been very materially 
lowered on fresh fish, frozen fish, cured fish, and 
canned fish. But the buying power on the prairies has 
been distinctly noticeable. 

HON. MR. BROWNLEE: I was woder the impression that 
they were buying lower grades of salmon than they had been 
three years ago. Is that true or not? 

MR. HAGER: It would be interesting for me to 
get you those figures. I do not think it has been par- 
ticularly noticeable. 

COMMISSIONER LEMAN: Do you not think, Mr. Hagar, 
that that has SOs PASE Stas PRO 8S throughout the country? 
Your’ eastern saies, for instance; have seen lower. 

MR. HAGER: On canned salmon you mean? 

COMMISSTONER LEMAN: Yes. 

MR. HAGER: No. I think our sales have kept up 
proportionately. 

COMMISSIONER LEMAN: Letter? 

MR. HAGER: No. I think they have held up about 
evens I think we still hold to between 20 and 25% for 
domestic consumption and between 70 and 75% Oriental. 
Domestic sales would keep up, of course, and the low 
prices to the public of the canned salmon make it 
comparable with other lines, and only for that reason I 
believe has the sale of canned salmon in Canada kept up 
to about what it usually is. 

COMMISSIONER LEMAN: Have they 2°06 up as far as 
the Maritimes and Eastern Canada is concerned but not as 
regards the prairies? 


MR. HAGER: I am not quite prepared to say that 
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the prairie sales have fallen off. ~~ think they have 
been quite normal. 

THE CHAIRMAN: You could get some round figures, 
could you? 

MR. HAGER: Yes, my lord. 

THE CHATRMAN: Anc. , ou might perhaps let us have 
a note of them. 

MR. HAGER: I will be very pleased to, 

THE CHAIRMAN: We are very much obliged to you, 
Mr. Hager. You have given us a very clear and lucid 
statement. 

I belicve Mrs. Robertson is in the court-room. 
Will you come forward, Mrs. Robertson? I understand you 3. 
the representative of the National Council of Women? 

MRS. JOHN ROBERTSON (Nations! Courcil of Women) : 
Yes, sire I am convenor of taxation end heve been for 
several years. 

THE CHAIRMAN: And has your society been making a 
study of banking questions? 

WRS. ROBERTSON: well, I brought up a resolution 
in connection with ite 

THE CHAIRMAN: But it is more important to bring 
up a family than a resolution. 

MRS. ROBERTSON: Well, I am sorry I have not had 
that to do. 

THE CHAIRMAN: I was hoping that you might be able 
to give us some evidence from the point of view of women 


and their relations to the Bank Act, as to whether their 
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household requirements have been met by the bankers. 
MRS. ROBERTSON: I have not dealt with that. 


THE CHAIRMAN: Then we will take what you give 


MRS. ROBERTSON: Some years ago wham I introduced 
resolution in the Local Council of Women advocating a 
dominion bank it was carried unanimously, and was for- 
warded to the National Council at Ottawa; last year I 
again introduced the same resolution, and also one 
urging a reduction in the rate of interest, both were 
voted down, but we are glad to see that the government 
is now moving in the matter. The federated societies 
seem to hesitate to deal with the. question in our present 
finandal condition. At present banks in Canada have 
power to issue currency, the capitalists through the 
banking system control the governments, and so long as 
this exists agriculture and industry will suffer. ‘Some 
time ago Premier Bennett said: 

"That the banks in being permitted to issue 

currency double. ‘the cash to their credit possess- 

ed the most valuable franchise in the country.” 

There is such universal complaint against 

the financial institutions in Canada that the banks 
cannot be properly fulfilling their duty to the peoplo. 
Money issues should be made and controlled by the 
government. The Bank of England manages the National 
debt, has an issue department and a banking department; 
the bank can only receive notes from the issue depart- 


ment; the government only allows the profit from the 
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issue of notes against the government debt and securities 
surplus profits are used by the government. 

In 1926 France rearranged her finances 
and took control of her foreign investmonts. At the 
commencement of the war Canada had $133,000,000 lent to 
stock exchange speculators. 

~The Canadian banking system is not 
adapted to a country in development. It is absolutely 
necessary that an adequate medium of exchange be supplied 
by the government direct. If she desired to float a loan 
she would save millions to the country annually by naving 
control of her own currency. 

The president of the Canadian Banking 
Association, speaking at an annual dinner said: 

"The time will come in Canada when we will find 

it advisable, absolutely necessary to establish 

a bank under the Dominion Government. 

THE CHAIRMAN; Are there any gentlemen in the roor 
to-day who would like to address us on any topic connect- 
ed with any of the special interests? We have had some 
representative gentlemen, particularly, I think, from the 
producing point of view, and we would like to get some 
more representative evidence. We would like to hear from 
some exporters in connection with exchange in their 
operations. I1f there is no one in the room who wishes to 
be heard at this time I think we should avail ourselves 
of Professor Carrothers of the University of British 


Columbia. 
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MEMORANDUM ON CANADIAN BANKING PROBLEMS 
Presented by 
Professor W. A. Carrothers, D.F.C., Ph.D., 


Professor C. W. Topping, M. A., Ph. D., 
Professor G. F. Drummond, M.A., M.Sc. 


In approaching the problems of Canadian 
banking it may be asked: what are the functions of a 
banking system in the modern economic opie: 
ORDINARY AND GENERALLY ACCEPTED FUNCTIONS 
1. Acceptance of deposits under certain coxndit: 
2. Granting of loans ~ commercial credit. 
~3. Note issue: but this is not a necessary fune 
of a private bank,.but of the government... In Canada th. 
government has delegated this power to the private van’ 
In the impletion of these functions the 
banking system provides the volume of purchasing power 
and thereby unconsciously and unintentionally affects 
the:price level. Hence it may be claimed that the 
intentional and intelligent control of the price level 
a necessary function of the banking system. It may ” 
argued that the price level is an outcome of the volume 
of purchasing power coupled with its velocity of 
circulation, but banking policy affecting business con- 
ditions affects also thevelocity of circulation. Hence 
it follows that the generally accépted functions are 
really secondary to the main functions of any banking 
system in the modern economic world. 
MAIN. FUNCTIONS 


1. To assist in the control of the price level. 


cS 
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This is a primary functian of a banking system. By 
control we do not mean r.gid stabilization, though for 
many purposes stabilization is good in itself. It is un- 
necessary here to recapitulate the arguments covering thi 

2. Control of exchange fluctuations. It natur- 
ally follows that the rate of exchange is, relative to 
other price levels, a by-product of this control. Hence 
the other major function of a properly organized banking 
system is control of such fluctuations in the rate of 
exchange as will minimise speculation and seasonal varia- 
tions. 

These two main functions of any banking 
system illustrate the close correlation between monetary, 
fiscal and trade policies. A good banking system should 
be organized so as to facilitate a coordinated national 
policy covoring these. 

DOES THE CANADIAN BANKING SYSTEM FULFIL THE 
ABOVE FUNCTIONS? 
Ordinary and generally accepted functions: 

The banks do perform the function of 
accepting deposits; the banks do perform the function of 
granting credit; the banks do perform the function of 
issuing notes. 

Are these functions performed adequately 
fromthe point of view 

1. Of the well-being of the commuuitys 

2. of the main functions of bankios? 

WELL~BEING OF THE COMMUNITY 
’ The motivation behind banking credit polic 


is that of profit first and of public well-being second. 
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While this leads ordinarily to caution and conservatism 
nevertheless it tends to promote the over-expansion of 
eredit when economic conditions are good and over- 
contraction when business is depressed. In addition, the 
does not appear to be any difference in credit policy 

in dealing with msiness borrowers and public borrowers. 
Contraction of public credit tends to accompany contract: 
of business credit with disastrous social and economic 
consequences. This tends to intensify and prolong bus- 


iness depressions. 


MAIN FUNCTIONS 
As far as we are aware the Canadian 
banks refuse to admit what we describe as the main 
functions as being essential or in fact as being proper 
functions of banking at all. We insist as above that 
these functions are now being unintentionally performed 
by the banks and consequently badly performed. 
WHAT MODIFICATION OF THE CANADIAN BANKING SYSTEM 
IS NECESSARY FOR THE ADEQUATE PERFORMANCE OF 
THESE FUNCTIONS? 
It might be said that the admission of the 
Canadian banks that these main fupctions are necessary 
functions of modern banking, and an undertaking on their 
part to carry them out faithfully would be sufficient 
without any change in the structure of the Canadian 
banking system. 
An admission on the part of the Canadian 
banks of conscious control of price level and of 
fluctuations in the exchanges would not in itself be 


sufficient to guarantee the carrying out of these funct- 
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ions in the interests of the well+boing of the community 
and of modern business. 

Centralized control is necessary for this 
purpose and it is doubtful if ten independent banks 
exercising this ¢onscious control competitively could 
achieve such coordination (even with the aid of the 
Canadian Bankers! Association) as will make these contro] 
effective and continuous. 

WHAT MACHINERY FOR THE CONSCIOUS PERFORMANCE 
OF THESE FUNCTIONS NOW EXISTS IN CANADA? 

Certain matters affecting all Canadian 
banks are entrusted (under the Bank Act) to the Canadian 
Bankers! Association: 

1. Appointment of curator. 

‘2. Supervision of making of bank notes. 

3. Delivery of bank notes to the banks. 

4. Inspection of disposition made by banks of 
such notes. 

54 Destruction of notes of the banks. 

6. Custody and management of central gold reserve; 

7a Imposition of penalties for infringement of 
regulations made under -he powers entrusted 
to them. 

It is obvious that these powers do not en-= 


able the Canadian Bankers! Association to perform the 


functions described. 


RELATION OF THE FINANCE ACT TO CENTRAL 
BANKING 


Does the Finance Act contribute to the 
performance of the functions of a central bank? 

It has been argued that the Finance Act 
performs the functkon similar to that of a rediscounting 
function of a central bank. 

A study of the policy of the administra- 


tion of the Finance Act reveals that the rate of interest 
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cherpea to banks on advanceps has been largely arbitrary 
and hag borne no relation to the cost of rediscounting 
clsewhere nor to any policy of price control. 
Further, the privilege granted to the 
banks under the Finance Act of securing Dominion notes 
on the pledge of securities has tended to weaken the 
control of hank policy exerted through the clearing house. 
A bank, having unwisely extended credit out of line with 
the credit policy of the other banks, is in a position 
under the Finance Act to protect its position in the 
clearing house by securing an advance. It is not un- 
natural to suppose that th-s would lead to less care being 
exercised in the administration of credit policy. 
As an instrument of control the Finance 
Act is not only ineffectual but actually mititates against 
proper control. 
FOR THE PROPER PERFORMANCE OF MODERN BANKING 
FUNCTIONS WHAT POWERS ARE NECESSARY? 
le Sole control of currency issues. 
2e Sole power to rediscount bills, domestic and 
foreign. 
3e Sole control of legal reserves. 
4. Sole power to carry public :ccounts. 
5. Sole power to carry balances abroad, 
6. Sole medium for exportation and importation of 
capital. 
These powers must go together and be 
embodied in one organization. Such an organization is a 
central banking system. All of these powers are essential 
to the proper control of a banking system to-day in viow 


of the break down of the gold standard, and of the 


nationalistic economic policies now in operation. 
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WHAT ALTERNATIVE FORMS MAY A CENTRAL BANKING 
SYSTEM TAKE FOR A COUNTRY LIKE CANADA? 


There are two broad types: 


1. <A central banking system superimposed on 
individual and independent banks. 


2. The integration of all banks in one central 
organization. 


(1.) A central bank superimposed on the existing 
commercial banks of Canada may take the following forms: 


(a) A central bank independent financially and 
administratively of the private banks. 


(b) A central bank owned and controlled by the privat 
banks. 


(c) A central bank jointly owned and controlled by 
banking interests and public interests. 


(2.) A central banking system whith is an integre 
ion of the existing banks may take the following forms: 


(a) Financial and administrative consolidation of the 
existing private banks into one bank. 


(b) The integration of the existing private banks 
under a nationally owned banking system. 

The next question is what alternative forn 
best suited for carrying out the primary and secondary 
functions of a banking system in the modern economic world 
and particularly in Canada? 

Let us deal first with a central banking 
system superimposed on the existing commercial banks. 

The case for this approach is: 

1. That it involves the least interference with 
the existing banking structure; 

2 That it provides for cooperation between 
private banking for profit and controlled banking in the 


public interest. 
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From the point of view of adequate contr 
alone a completely independent central bank would be mos 
effective. It might, however, be argued that combined 
control would make for more amicable cooperation be- 
tween the central bank and the private banks. On the 
other hand, a central institution owned and controlled 
by the banks themselves would be unlikely to perform 
adequately the public functions which are involved in 
the control of the price level and of fluctuations in th 
exchange rates. 

It would appear to us that. in view of the 
finenetal fiscal and trade problems facing Canada adecua 
control in a central bank is of paramount importance. 1? 
follows, therefore, that if a central bank is superimpeos: 
on the private banks it ought to be independent financia: 
and administratively of them. 

in order to attain the measure of indeper. 
ence required for its proper functioning, continuity of 
policy, and promptness of decision and action, two things 
are necessary: 


1. Wide powers must be delegated by the governmen: 
to the administration; 


2. the administration must within these powers 
be freés fo act without political or interested 
interference of any kind. 

The administrative board ought to be 
composed of representatives of the main economic groups 
in Canada together with experts in the functions of bank- 
ing as a whole and in the correlated fields of govern- 
ment finance and trade. 


The other broad type of central bank is 


that of consolidation of existing individual banks, under 
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private or public control. The case of consolidation 
rests mainly on? 
1. The ¢conomics of unification - avoidance of 
duplication, unnecessary competition, clearin 
houses, etCe$5 


2. reduction in the cost of banking with the 
possibility of a lower rate of interest; 


3. centralization of statistics. It would be 
possible to obtain a ready index of the volum 
of purchasing power and of its velocity befor 
the price level changes. This would be the 
best possible business index. 

Consolidation, it has been stated, may be 
either private or public. The advantages of consolida- 
tion,as stated above, would accrue to both types. 

As against private consolidation, however 
all the arguments connected with the evils of monopoly an 
with credit discrimination both regionally and industrial: 
may be strongly urged. Against public consolidation it 
may be claimed that political pressures might have an 
equally deleterious effect. Much, however, would depend 
on the type of administration evolved and in this 
connection the same considerations apply regarding the 
best type of administration for a central bank to which 
reference has already been made. 

How would a central banking system 
accomplish the purpose 

(1) of controlling the price level; 

(2) of preventing fluctuations in the exchanges? 

This would be done through the use of the 
wide powers suggested above. 

Full control over the issuance of credit 
and currency would not under certain circumstances preven! 
a fall in the price level nor would a contraction of 


credit and currency always prevent a rise in the price 
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level. Nevertheless, intelligent and conscious control 
of these two means would tend to reduce the violence apd 
amplitude of price level variations. Although, there~ 
fore, it is not possible to control the price level] at a 
times by a central banking policy alone, yet the price 
level cannot be controlled without it. 

By means of the vower to hold balances 
abroad and to control export and import of capital the 
central bank would be in a position to impose such 
policies as were considered best in the national intere: 

Particular attention is drawn to the 
powers we consider necessary for an adequate central 
banking system in Canela, especially Nos. 4, 5 and 6. 
The Central Bank having sole power to carry public 
accounts would enable a policy of public credit to 
be adopted with a view to the well-being of the commun- 
itye As pointed out above there should be a distinctio’ 
in the policy governing public credit from that governi 
commercial credit. It is practically impossible for this 
to be done under the present system. 

Sole power to carry balances abroad, ar. 
sole control of the export and irport of capital are 
necessary to-day to guard against harmful speculation 3 
foreign exchange, and to prevent harmful STRe ts one 
in exchange rates. ‘The gold standard no longer exists 
to control this. It is unlikely that the gold standar, 
will be restored for :cme time. Some other machinery 
control is necessary. Vcntrol of exchange rates and ci 
international movements of capital have been found new 


ary already to meet the situation, ‘he Central Bank 
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would appear to be the logical institution in which to 
vest this control in Canada. 

In view of the existing world situation, 
and the problems which are likely to face Canada for 
some time to come, centralized control of the banking an:. 
financial system is desirable. We do not suggest that 
modification of the banking system alone will solve thes« 
problems, W, emphasize the interrelation between banking 
policy, and government financial policy and trade policy. 
There must be coordination between all theses Centralize 
control of the banking system is necessary to secure this 
coordination. . 

The banking system should be looked upon 
as @ public utility md treated as suche There is no 
part of our economic organisation that is more vital to 
the well-being of the community. ‘The place of Canada 
in the wrld economic system to-day is one of extreme 
delicacy and danger. Serious problems of major importanc: 
are facing use Quick action and adjustment may be 
necessarye Centralized control of the banking system is 
vital to the adequate handling of Canada's economic 
problems and this control will be still more importany 
if it is found necessary to adopt national economio’ 
planning in Canada. That this will be necessary is alto- 
gether likely, in view of the present policy of the more 
powerful ations. At any rate Canada should be prepared. 
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THE CHA IRMAN: Have you a faculty of political 
economy in the University here? 

PROF. CARROTHERS: Yos, political economy, commerce 
and sociology. 

THE CHAIRMAN: Are you the Dean of the Faculty? 

PROFL CARROTHERS: No, sir. Frofessor Angus is 
the head of the Faculty. Unfortunately, is a delegate 
to the meeting on pacific relations at Banff at the 
present time. 

- THE CHAIRMAN: Will you just tell us the position 
of your faculty in studying these matters? 

PROF. CARROTHERS: Prof. Angus vho is the head of 
the department deals with political science and govern- . 
ment. Poors Topping is professor of sociology; Prof. Day 
is professor of commerce; Prof. Drummond and myself deal 
with the general field of economics, including banking 
and taxation. 

RHE CHAIRMAN: It is quite a well-manned faculty, 
if I may say so. 

PROF. CARROTHERS: We hope so, my lord. 

THE CHAIRMAN; I suppose you have naturally given 
special study to the problems arising in the province and 
in Canada? 

PROF. CARROTHERS: Yes, sir. 

THE CHAIRMAN: You know the nature of our terms 
of reference, professor? 

PROF. CARROTHERS: Yes, sir. 

THE CHAIRMAN: Could you, from your study of the 
economic problems of British Columbia or of Canada gen- 
erally, suggest any respects in which the banking 


structure or bankihg organization has, in your view, 
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proved adequate or inadequate to the calls upon it? 

PROF. CARROTHERS: I might say, your lordship, 
in that connection a fow of us prepared informally a 
memorandum for presentation to this commission so as not 
to take up too much of your time in public, realizing 
that you are particularly anxious on your tour through 
Canada to meet the business men and those who are dealing 
in a practical way with the banks; I have given a copy 
of this memorandum to your secretary and I may, if it 
meets with. your approval, refer very briefly to some of 
the main points in this memorandum. 

THE CHAIRMAN: You can assist us, to some extent, 
on the technical aspects of our problem, because there 
are technical prcdblems which have a practical aspect. 

PROF. CARROTHERS: I shall try to avoid anything 
thet is purely technical, your lordship. 

I might first of all explain the nature 
of this memorandum. It is not a memorandum as coming 
from she University as such, nor from the Department. of 
Economics. We only got the request of the commission on 
Saturday to appear, and those of us who are in town got 
together and discussed the best method of presenting our 
views to the commission, and this document is merely-a 
personal document from the three of us who met on 
Saturday evening last, that is, Professors Topping, 
Drummond and myself. 

Now, we are not dealing with the purely 
commercial aspects of bankirg, realizing that the business 
interests will be able to give you iat information. It 


is from the wider aspect that.we deal with the subject. 
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Our contention is that in the performance 
of the ordinary conmercial functions the banks in Canada 
unconsciously and unintentionally perform certain other 
very important functio~s which we consider really to be 
the major functions of banking under the conditioms of 
the modern world. In carrying out the ordinary commorcia 
functions the banks provide the community with purchasing 
powdr, and in doing so they affect the general level of 
prices and, arising out of that, they also affect the 
rates of exchange which are really the functions of the 
general levels of prices. Our contention is that these 
are, under modern conditions, primary functions of bank- 
ing, and that the Canadian banking system should be re- 
organized so as to recognize that these functions, which 
are incidental, are of primary importance to the economic 
well-being of this country. 

The question might be asked, does the 
Canadian banking system, as at present Breeds 
adequately fulfil these furctions from the point of view 
of the general economic well-being of Canada. Then the 
question might be asked, could a reorganization of the 
banking system of Canada, without touching this funda- 
mental structure, be carried out so as to bring about tHe 
desired results. 

We are very doubtful whether ten competit 
ive banks could be brought together and unified as 
competitive banks, even with the assistance of the 
Canadian Bankers Association, so as to perform these 
functions adequately. So we were driven to the conclusior 


that to do this there would have to be a more fundamental 
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reorganization and centralization of control in the 
Canadian banking system, And the conclusion that we 
arrived at was that some form of central organization wh: 
would correspond to a central peak would be required to 
do this. 

Then the question arose as to the form of 
this centralized organization. I1t might be an organizati« 
controlled entirely by the banks. It might be an organ- 
ization controlled entirely by publie authority, or an 
organization controlled jointly by the banks and by publi 
authority. We felt that it would be unlikely that an 
organization controlled entirely by the banks vouTa be 
adequate. On the other hand an organization controlled 
entirely by public authority might be subject to political] 
influence. And we felt that an organization, a central- 
ized organization, to be effective, would have to be 
independent of the control of the banks, and also independ 
ent of the temporary fluctuations of political opinion 
throughout the country. 

So we suggest, that a central organization 
be created composed of representatives of the main economic 
groups in Canada together with experts in the functioms of 
banking, experts in the functions of governmental finance 
and in the functions of trade, becouse we believe that 
to-day, probably as never before, banking policy operation: 
and government finance and trace operations, are apparentl. 
linked together, and those operations must be correlated, 
and a central banking organization is essential to the 
proper correlation of these three public problems, 


In order to do that we suggest that this 
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body should have certain very definite powers. First of 
all that it should have sole control of currency issue 
in Canada. Second, sole power to rediscount bills, 
domestic and foreign. Third, sole control of legal 
reserves. Fourth, sole power to carry public accounts. 
Fifth, sole power to carry balances abroad. And sixth,\ 
sole medium for exportation and importation of capital. 
Now, some of thesc are fairly drastic 
recommendations, that is, if you take into consideration 
what has been so far considered to be only the proper 
functions of central banks. But we look at this problem 
from the point of view of conditions as they are to-day 
facing this country, and also the conditions which are 
likely to face this country in the future because we have 


got to deal with the future rather than with the past. 


(page 380 follows) 
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but the feeling is that thee economic policies which 
are now general throughout the world, that is, the 
Nationalist eéconomic policies are bound to affect us 
very materailly here in Canada. 

We are a dependant Canada in the sense that we 
are dependant largely upon foreign markets. We must 
have foreign markets; otherwise we would have to make 
major re-drganizations of our economic structure of 
& rather painful character; co that if our banking system 
is to carry out its proper functions, the central organi- 
zation must have these wide powers, 

For example, the control of the price levels — 
would be a difficult thing in Canada without the power 
to control foreign balances abroade Without the money 
market or the bill market, the central organization ef 
the Canadian banks would not have the power of, say, the 
Bank of England, and it would have to sccure that power 
in some other way, and in order to do -hat it would have 
to secure control of the foreign balmces, and the exports 
and imports capital. 

We feel the only institution which could be given 
this power, and which covld handle it adequately would 
be a central banking system, < centralized control of 
our present system in Canada, 

We have no quarrel at all with the commercial 
activities of the banks in Canadae Apparently these are 
done very satisfactorily, very adequately, and very 
efficiently. We are dealing with it from the broader 
point of view of the major economio problens which Canada. 
is facing at the present time, and will face for sevsral 


years to come. 
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We no longer have the gontpnl af the gold standard, 
and some other fice aie control must be created over our 
foreign exchanges tt might be said, for example, 
that we have a certain amount of control through the 
Bankers! Association and throtigh the Finance Act. 

Well, the limited powers which the Bankers’ Association 
have make it impossible for them to do this worke 

The Finance Act rather militates against control because 
before the Finance Act came into operation the clearing 
house exercised a more definite control than it does to-day. 
If a bank happens to make unwise loans it can use the 
facilities of the Finance Act to make it right with the 
Clearing House, So that the Finance Act would appear 
rather to militate against a centralized control of 
banking policy rather than in favour of it, so we are 

of the opinion that a major re-construction of the 

Canadian Banking System is necessary in order to enable 
this country to meet the various problems which the country 
is fackng at the present time. 

THE CHAIRMAN: It is rather, if I may so put it, 
to further equip the banking organization of Canada 
with what you may regard as the essential element in 
modern banking structure, with a view of developing the 
economic aspect of the country? 

MR. CARROTHERS; Yes, my lord. 

THE CHAIRMAN : One aspect in your enumeration was 
not especially noticed. Is it not very desirable that 
Canada should be able to speak of these large international 
matters with one voice? 

MR. CARROTHERS: Yes, your lordship. 


THE CHAIRMAN: Should there not be a policy for 
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Canada in those matters should be able to be expressed in 
the financial councils of ‘the world? 

MR. CARROTHERS: Yes. That is extremely important, 
particularly in view of the world's position of Canada. 

It would appear from the economic point of view that the 
world is dividing iteelt into certain financial blocs; 

you have the Sterling bloc; you have the United States bloc; 
and you have the gold bloc. But having these blocs does 
not settle the problem. We must create machinery to enabls 
us: to co-operate with whatever group of nations we go in 
withe 

THE CHATRMAN: And it is important that you should 
be able to 6xpress the opinion of Canada in such councils? 

MR. CARROTHERS: Yes, your lordship. 

THE CHAIRMAN: However, at the present time, no 
matter how good their policies may be, they camot speak 
with one voice because they are composed of independent 
bodies? 

MR. CARROTHERS: That is true. 

SIR THOMAS WHITE: Just in elaboration of your state- 
ments What would be the organization of your Central 
Bank? For example, as to capital: how would the capital 
be provided? In the United States I think it is provided 
by the banks. In Great Britain I think the bank is private- 
ly owned but discharges the functions of the Central Bank? 

MR. CARROTHERS: Yese 

SIR THOMAS WHTTEs: Have you reached any conclusion 
or have you any suggestions to offer as to the source of the 
capital - as to what sources the capital would be provided 
for the Central Bank? 

MR. CARROTHERS: I do not think the question of the 


source is a very important one. 
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SIR THOMAS WHITE: That may bos tat I wanted to 
know your opinion, Supposing it is not important; thoro 
shjyld be some capital in a central banks Have you 
reached any conclusion as to how or from what sourco that 
eapital would be wovided? 

MR. CARROTHERS: If you will pardon mo again, Sir 
Thomas, I think in order to give you what is in my mind, 
I will have to repeat that I do not think the question of 
capital in a central bank is very importante The capital 
requirement is relatively small, and I do not think the 
question matters very much. | 

The only thing I would like to be sure about is that 
the providing of the capital would be such as not to inter» 
fere with the independence of the controlling banke 

SIR THOMAS WHITE: That is the reason I askedyou ‘the 
quostion. 

MR. CaARROTHERS: Yes, Sir Thomase 

SIR THOMaS WHITE: With regard to the directors, 
those who would direct the operations of the bank: How 
would they be appointed? Have you thought of that? 

MR. CaRROTHERS: They would presumably have to be 
appointed by the Dominion government.. 

SIR THCM:S WHITE: In the first instance? 

MR. CA&RROTHERS: Yes.. And we suggest that they 
Should represqnt the main economic interests of Canada, that 
is, agriculture, and every other industry, together with 
oxports in the various provinces. 

SIR THOMAS WHITE: You spoke of the bank carrying th 
foreign exchange: Was it in your mind that some of the se 
might be exchange reserves against which currency could 


bo issued by the bank; that is, the central 
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Bank issuing currency against cxchange reserves? 

COMMISSIONER LEMAN; The gold cxchangce? 

SIR THOMAS WHITE; Yos, the gold oxchangos 

Mite CARROTHERS: There would be no objection to 
that. It is generally accopted that there is, no funda» 
montal objection to the central bank issuing curroncy 
against its exchangose 

SIR THOMAS WHITE: Would you care to oxpross an 
opinion’ of the effect of this policy during say,..tho 
last fow years? 

MR. CARROTHERS: Well, Sir Thomas -- 

SIR THOMAS WHITE: If you do not carc to oxpress 
an. opinion, very welle I simply asked you if you had 
thought of ite 

MR. CARROTHERS: Of course, the gold exchange stan 
dard broke down through the breaking down of the gold 
Standard, consequently it is extremely difficult to say 
from experiences very much about it, as it has not bem in 
existence hardly long enough. 

SIR THOMAS WHITE: What I had in my mind was the 
losses which were sustained by some of the contral banks. 
I am not cmtroverting your opinion but I had in mind the 
Losses sustained by some of the central banksy you unders 
stand, carrying exchange reserves, let us say in the 
London market, when the gold standard was departod from. 

MR. CARROTHERS: Yose 

SIR THOMAS WHITE: Now, just one other quostion, 
Mr. Carrothers: As to the exports and imports of capital 
and tho issue of socurities. Let us take a concroto Caso, 
because some times thet puts a principle to tho tost, as 


they saye Supposfing the province of Manitoba or the 
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Province of Quebec of Ontario desirags to malo an issuo of 
‘securities payable in New York, as thay have in tho past, 
of course: is it in your mind that the ventral organiza+ 
tion of which you Speak would be in 4 position to prevent 
then from doing that? 

MR. CSRROTHERS: I should think it is extremely 
important that there bo a eéntralieed policy for the 
Dominion of Canada with regard to all forms of foreign 
loans. 

SIR THOMAS WHITE: I grant you that. Do you dee 
ony difficulty under the British North America Let? 

MR. CARROTHERS: In the case of constitutional 
difficulty I think we have to introduce machinery into 
our Canadian system which wollld gct around the constitu- 
tion. The egonstitution was created under different 
economic conditions than exists toeday. If there are 
politieal difficulties in getting the constitution 
changed, then we must create the machinery to meet the 
economic conditions which we have at the present time. 

THE CHAIRMAN: Would the central bank be a Dominior 
bank? 

MR. CARROTHERS: Yos. 

THE CHAIRMAN: They would be prepared to assist 
tho provineos or the Dominion with its advico? 

MR. CARROTHERS; Yes, and all municipaliticse 

THE CHALRMANs Uhe whole finaneial catogory? 

MR oGaHKROTHERS: Yose 

{HE CHAIRMAN; Then, if that be so, it would have 
be a body with no legal sanction attached to ite 

Mis CARRCTHERS: Well, I would not like to pass 
any remark on that, my lorde 

THE CH.LIRMiAN: We must remember that under tho 


constitution as it stends-thore is a certain allocation 
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of functions. 

~MRs CARROTHERS; Yes, my Lorde 

MRi CHAIRMAN; Taking even the Bank of Emgland: 
the authority with which he speaks is rather the authority 
of its prestige and knowledge than any legal power to 
enforee its View, You do not contemplate any 
institution such ab you have in mind would be entitled 
in any way to dictate to the executive government of the 
country. 

MR. DARROTHERS: No, because the representatives 
of the people must take the final responsibility for the 
welfare of the people. 

THE CHAIRMAN: There appears to have been some 
misconception in that the functions of the bank were as 

some sort of a dictator. That has not been the 
faction of * central bank? 

MR. CARROTHERS: No. 

THE CHAIRMAN: The purpose of it should be furely 
a body of specially skilled advisorg who have accumulated 
prestige, which may be accepted and put to the use 
of the executive authority for the time being? 

MR. CARROTHERS: It depends, your lordship 
on how you use the term "Advisor", I am of the opinion 
that this body should have the power of directing the 
policye 

SIR THOMAS WHITE: Theat is what I understood. 

THE CHAIRMAN; Yos, but directing the policy in 
this sense, that it is entitled to recommend the course 
of action which should be taken; it has no au thority 
to infringe on the autonomy of the proviness? Supposing 


a province was desirous of raising funds in New Yorks 


eee 


y 


wh 


~ 387 - 


and the body of skilled advisors are br the opinion that 
it would be injurious to thu crodit of Canada at the time, 
that it was inopportune and disadvantageous to Canada; 
you do not suggest that the bank would be entitled to 
enforce its view as against the view ef the Dominion 
Executive or the Provincial Executive? 

MR. CARROTHERS: I think that is a matter which 
should be carefully considered, in view of the particular 
problems facing us to-day. Our division into provinces 
has merit from a political point of viow. It has not 
he same merit from an economic point cf view, 

THE CHAIRMAN: I am anxious to soe how far it is 
possible to fit this implement into the existing structure 
of Canada, because one must remember that there are 
great differences in the charactoristics appertaining 
to it; it is not stereotyped. If your recommendations 
were given cffect to, you wou'c require to have a central 
bank which would be applicable to Canadian conditions, 
and one of your Canadian conditions is your constitutional 
position, and it would have to be so arranged as.to be 
adjusted to the constitution. 

MR. CARROTHERS : That might present some diffi- 
culties. I would take this position with rogard to thats 
if there were legal difficulties in giving the central 
body the power to act in the bost intcrosts of Canada, 
it should be given such wide powers that it could bring 
indirect pressure to bear upon public bodies in the best 
interests of the community. 

THE CHAIRMAN: In the long run would its effective- 


ness not depond upon its prostige? 
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MR.CARROTHERS; Absolutely. 

THE CHAIRMAN: That is rather a slow @rowth; 
it has to be earned, I should think. 

MR. CARROTHERS: I think there are a sufficient number 
of represoéntative people in Canada who could be put on to 
a board like that, and who would acquire confidence very 
rapidly. 

THE CHAIRMAN; Then you stress the importance of 
_the independence of such a body? 

MR. CARROTHERS: Yes, my lord, 

THE CHAIRMAN; It must not be a body with any 
interest in private profit. 

MR. CARROTHERS: No. 

THE CHAIRMAN: Nor open to the suspicion of being 


swayed by any interests? 


MR. CARROTHERS: Noy sire That is a functuion 
which must be performed by the privately owned profite 
making institutions. 

THE CHAIRMAN: That is. a little unkind for the 
Bank of England. The Bank of England, as everyone 
knows,;-does not exist for private profit, although it is 
a private institutions no one ever suggested that it was 
motivated in eegers for private profits, but, oddly enough, 
it is a privately-owned bank. 

MR. CARROTHERS: Yos. 

THE CHAIRMAN; I think only so recently as the 
Worldts Economic Conference there was a resolution passed 
representing the opinions of all the nations that the 
independence of a central bank was ossential, independent 


particularly of governmental intorferences; otherwise you 
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deprive it of its yoek valu. 


MR. CARRUTHERS: YOS « 
THE CHAIRMA¥: How that can best be secured is 


the difficult problems. What isyour idea of how this 
independenee whould be socured? How will you bring it 
into independent boing? 

MR. CARROTHERS: Well, my lord-- 

THE CHALTRMAN; It cannot come out of nothing, you 
know. 

MR. CARROTHERS: It would be based, of course, 
primarily on the legislation of the Dominion Government, 
but it is my opinion that if you give a group of men 
or a Commission the power we suggest here, the legal 
powers - give them the control and power to hold foreign 
balances, the power to control the export and import of 
c apiteals the power to carry all publi: “‘scounts, you 
have immediately created a body with tre endous influence 
over the other financial institutions of the country. 

THE CHAIRMAN; You think it would effect some 
economy in the necessary reserves? 

MR. CAKROTHERS? + think it would effect economies 
in many respects, your Lordship; not. only in the reserves, 
but in tho administration of the banking systeme 

THE CHAIRMAN: It would be the bankers bank, as it 
is everywhere elses the commercial banks would keep certain 
balances with the central bank? 

MR. CARROTHERS: Yos, sir. 

THE CHALTRMAN: Now, from the public's point of view. 
I think there possibly has beon some misconception as to what 
these views ares on tho other hand I imarine in suggesting 


such new eqagpment of the Ganadian Banking Systom, you have 
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in view, it will rightly bo of benefit to the people of 
Canadae ALL of our institutions are brought to that 

test in the ond, whether they actualiy promote the welfare 
of the publics; in what way do you think institutions 

of that sort in the long run would redound to the benefit 
of the public? How could it produce something that 

is of value to the public? Because that question is 
often asked, "What is the use of giving us a new institutior 
unless you tell us how it will. senefit ourselves in some 
direct way?" How do you envisage the practical point of 
view you have in mind? 

MR. CARROTHERS; In two general ways, your Lordship. 

First of all, your central institutioa would assist or 
could be made to assist in the control of the general 
price levels, By that I do not mean rigid stabilization,. 
and I do not want to go into a technical argument covering 
that. 

THE CHAIRMAN: Tell us, as far. it is susceptible of 
being told in popular langugze how cen it control the 
price levels, 

MR. CARROTHERS: First of all, let me say that the 
central bank alone, by the use of its power Dee: all 
times possible to contro] prico levels. There 
are circumstances under which this policy cannot be effected. 
So the idea would be that thisingtitution would equip our 
banking system with the machinery necessary to cover these 
national policies, taxation, and trade and other major 

things in cooperation with the national government and 
it would become the direct instrumont of controlling prices 
mainly through he control of eredit, and, of course, 


of currency, which is a minor consideration to-day. 
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That would be of very great siyea tae to the public. 
an advantage to the people of this country because a groat 
many of our difficulties at the present time are due to 
the fall in prices, which has increased the burden of 
not only pttblic debt but private gain, 

THE CHAIRMAN: Again there was practically woonimit, 
amongst the nations that the prices of primary commoditios 
must be raised if we are to have a revival of tradce 
That is an aocepted canon at the present timee Would 
this institution serve that purpose? 

MR. CARROTHERS; Yes, sir; it would be an instrumon? 
to be used in controlling price levels, raising them, or 
lowering theme 

SIR THOMAS WHITE: Who would determine the policy, 
under your plan, as to whether a price levol should be 
raised, or whether a price level should be reducod, bocauso 
there are other periods in which there is agitation for the 
reduetion of price levels. I am thinking at the present 
time of a debate at Ottawa some twenty years ago in 
which I participated, How, under your plan, would you 
deciue that? Who would determine a policy of raising 
price levols or reducing them? Would it bo this Board? 
Would the government have any authority to oxpress its 
viows to that Board? 

MR. CARPOTHERS: Naturally such a board would havo 
to work in close cosoperation with the government, but in 
the final analysis the docision would remain with tho Board. 

| SIR THOMAS WHITE Yes, IL think it would under 
See You have stressed government interference 
with such a question as price levels.e Would not the 


govermmont be influential with such a central. 
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bank in Canada? Got it down to this: Would a nation 
be ontircly satisficd to hand over to a body, uo matter 
how cminent, entirely indopondent of the government, 
tho matter of deciding the policy of whether prico 
levels should be raised or lowered, or many other quose 
tions which arise out of such powers es you propose to 
givo? Do you think that would be quite tvoo from 
governmental interference? 

MR. GC.:RROTHERS: What I moan by "Governmental 
in terference"” is frecdom from interference on tho basis 
of temporary political opinion which is not capressive 
of the people as a whole, or the peculiar interest in 
Canada or the temporary interest in the countrye I 
think cur statesmen and politicians would at times be 
very glad to have a Board like this to which they could 
refer and upon which they could put any blame for not 
having done things, which they now have to put upon the 
politician. It is a mattur of handing over authority. 
No one suggests that this Board should become the 
governmental authority of Canada, but it should become 
the instrumont through which a truly national policy 
can bo carricd out in such a fedoration as we have in 
Canada toeday. 

THE CHAIEMANs Available in an advisory capacity? 

Mie CARROTHTRS: Yos, availablo in an edvisory 
capacity, but naturelly it would havo to work in cow 
operation with the many policies of the countrye You 
eannot have one ingtitutio working one way, ond another 


institution working another. 
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SIR THOMAS WHITE! Would you expross any opinion 
on the working of the Federal Roservo Systom of the 
United States? Has it been satisfactory? 

Mi. GQARROTHENS: ft would take a long time to 
express an opinion on thaty Sir Thomas» 

SIR THOMAS WHITE: How is it chs tithted » briefly? 

Mi. CARROTHERS: The Federal Reserve System of the 
Whited States is of course a federation of entral banks, 
and was such because of the constitutional character 
of that country. It has mmy politienl aspects. 

THE CHAIRMAN: It is not a central bank? 

Mi. CARROTHERS: Not in the sense that wo are 
speaking of it nowWe 

SIR THOMAS WHITE: I am asking for information, 
because it 4s not in my mind at the present timce Who 
appoints tye directors of the Federal Reserve Bank? 

MR. | CARROTHERS : They are appointed by the Gontral 
government. reprosenting different banking interests, 
ngrieultural interests, ahd so on. 


| 


SIR THOMAS WHITE: But the appointmonts aro in 
the government? | 


| MIX. CARROTHERS: Yess 


HON. MRe BROWNLEE: You would not regommcnd that 
| 


for Canada -- the definite allocation of certain men 
from cortain industries? 


MR. CARROTHERS: I think it would be very advisable 


LLle 


to hewo/ the main ceoncmic groups in Canada represorted 


HON. M2. BROWNTEE: But not in a fixed ratio? 
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MR. CARROTHLS: No but the main interest should 
be represented, | 

TH CliTRUsN: You are so apt to have rdépreset«» 
tation of interests on a body; you have a series of 
delegates who feel they must keep their heads up must 
often feel "If I do not take that line, those whom I am 
supposed to represent may resent my attitude although 
personally I feel differently.” He is liable to be 
celled to account, Late 

SIR CHARLES ADDIS: You do not propose, as in the 
case of the Federal Reserve Board of the United States, 
to appoint government officials? 

MRe CaRKOTHERS; No, I think it should be as inde~ 
pendent as possible. | 


GIR CllahLiS ~aDDIS: Your main point is that the 


wank should be an instrument for carrying out a policy, 


in which, in any event, txe governrent must finally have 


the deolding voice? 

MR. CaRROTHHRS: Yese 

SYR CH.nLUS aDDIS; With regard to the supply of 
credit, wave you in mind that the government should detere- 
mine the amount of the fiduetary issue, or would there 
be some limit to the bank's powers of inflation? 

MR, CuiRROTHERS 3 = think under present conditions 
there are very great difficulties in having a fixed 
fiduciary issue. 

SIR GHARLAS AJDISe and in having your credit system 
related to that, because auements conditions change very 
rapidly? 

WR. CaRRUYHERS:; Yes, and I think one of the virtues 


of an institution of this kind would be the promptness of 
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Aetitn, of rénching a detision under which it céuld act 
in a pirtfoulas instanée, If you have to wait for the 
government to persuade 411 the members of parliament to 
persuade ali tho poople that the adtion was good the 
time for oppor tune action might be passed, and it would 
g§cem to me that the quicker the action the Better it 
would be4¢ 

SIR CHARLES ADDIS: You might arrive at the desired 
flexibility by a gradtiated system of penaltics for excess 
issues, but I take it you would have some other way of 
lintting the fiduciary issue in such 4 way as to create 
public confidence in the stability of the eurrendy, or 
would you leave that flexible? 

MR. CARROTHERS: I would leave it flexible and 
rolatc it mainly to the movements of the price levels. 

SIR CHARLES ADDIS; As determined by the index 
nua oF which might be agreed upon? 

MR. CARROTHERS: Yes, worked out adequately by 
the statistical branch at Ottawa. 

SIR CHARLES sDDIS: There is one point to which 
vou have not referred, the advantage which a contral bank 
dv ould possess in carrying out the monetary policy of the 
Ceaian a government. | I think you will agree that it 
might bo of great advantage owing to the inercascd 
antomational inbenes ts of Canada to have an institu 
tion which would represent Canada abroad in connection 
with any international currency poi ley whith might be 


under dt soh8si.cn,/ Have you in your memorandum considered 
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Mi. CARROTHERS: We have not made any definite 


that point? 


, Statement, sir,'! with regard to that, but we are fully 
| 
aware of it, 
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SIR CHARLES ADDIS; You would agree that co- 
operation would bo of great advmtage? 
Miia CARFOTHERS: Yes, wo would be in entire 
agroement with that idea. 
THE CHAIRMAN: Just one question thore from the 


pointof view of allaying possiblo anxicty. Such 


an institution is not necessarily in any sense inimical 
to the interest of the commorcial bank? 

MRe CARROTHERS: Wo. The commercial banks could 
carry on thoir work without any direct interference at all. 
They could carry on their loans-~- 

THE CHAIRMAN: You have paid a justifiedly deserved 
tribute to the commercial banks? | 

MR. CARROTHERS: Yes. 

THE CHATRMAN ; And what they have done in the past 
in assisting in the dovelopment of Canada. YOU God 
not contemplate any restrictions in thoir activitios? 

MR. CARROTHERS: No. Thoir oc. tacts with the 
business interest in Canada would be ths samc as they 
are to-dgy3 they would make their loans on banking 
prinsiples as they saw fit. 

THE CHAIRMAN: But might one go so far as to say 
this, that if such en institution were established and 
acquired the confidence of Cra.%:, Lt would result rather 
in the strengthening of the position of the’ chartered 
bank, than the weakening. 

MR. CARROTHERS:; Yes, I think the chartered bank 
should really support an idea of that kind. 

THE CHAIRMAN: Might it not be that part of the 


opposition or anxiety of the chartered bank in the matter 
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is their apprehension that they may lose their right 
to issue notes. 

MR. CARROTHERS : That I understand is of value 
to the banks. 

THE CHAIRMAN; Yes, tt in some instances it has 
not been of much value in other countrics, but here it 
has been of some valuo, 

MRa CARROTHERS: Yes. 

THE CHAIRMAN: Is it essential to your scheme that 
at the outset the right to issue notes should be withdrawn 
from the chartered banks and entrusted exclusively to the 
central bank? 

MR. CARROTHERS: I think, your lordship, it would 
be a good idea in view of the whole character of the scheme 
and the strength of the system. 

THE CHAIRMAN: You are quite right to this extent, 
that I think it has always been said to be an essential 
feature of the central bank, that it shall have charge 

of the note issue, but it is not absolutely universal. 
There is a country with which I have some association, 
called Scotland, where the Scottish ban :, which after all 
have been rather pioneer banks in the world's history, 
although not on a large scale, perhaps, have been allowed 
to retain their right to issue notes, within limits, of 
gOurses Would it not be fatal to the working of your 
scheme if some share of the issue were still allotted to 
the banks? 

MR. CARROTHERS: Well, I would not say it would be 
absolutely fatal, but I think it would be eminently desirable 

that the note issue should be centralized. I do not think 
thatthe chartered banks would be very much imjured by the 
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withdrawal of the note issucy although it has been stated 
that it would mean closing of certain branehes of the 
Rader chink nevbecd Ghat would be a ecod thing! 
We are eather over-supplied with branches st the present 
tme, and the banks could make economies there and still 
give adequate service to the people of this country. 
HON. MR, BROWNLEE: Have you made any study at all 

of the extent to which there is an excess of branches 
in British Columbia, or whethor the reduction of the 
number of branches would scriously affect the province? 

MR. CARROTHERS; Not a detailed examination that 
I could present to you at the moment, but that could casily 
be secured. What I have in my mind, for example, 
refers to the City of Vancouver. You take one of these 
local shopping districts and in some cases you get two 
or three branches of banks there, under a competitive system, 
of course, All of them are anxious +. secure deposits, 
and qiite rightly so, but it would not appoear to be necessary 
t have all these branches there. 

As far as the rural communities are concerned3 
that could be worked out in a similar way. You would 
have certain strategic point at which your banking 
institutions could be located to give adequate service 
to the rural community? 

THE CHAIRMAN: If yourrocommendations were carried 
into effect and the central bank should take over the 
note issues, there might be a very considerable lee-way 
in reducing the number of branches, which would not 
seriously affect Canada. 

MR. CARROTHERS; That would be my opinion, sire 


MR. LEMAN; At some point where there is 
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competition, but the voli c* businesa 41s small, you 
approciatoe there would be somo hordship? 

MR. CARROTHERS;: If the banks were withdrawn? 

MR. LEMAN: Yes, and if tho notoeissuing privilege 
were withdrawn, because then to got money they would have 
to pay for it, ‘ . 

MR. CARROTHERS; That questicny of course, centers 
around the sourscs of profit to the banks. My contention 
is that the profits soeured from the note issues is not 
of sufficient importance to soriously «ninanger the banking 
system of Canadae As far as that is concerned I think 

the banks are ina sired ettonti sound position to take 
that » What would be more important would be the 
closing of the banks in an important community and 
the witdrawal of servieu, bi: my contention is that is 
not necessary. 

THE CHALTRMAN: Suppose I put it this way, as I 
have heard it put before: the only circumstance which 
enables a bank to have a branch in some small place is 
the fact that there nre note issues, and they can run 
it economically, but if they had to purchase their note, 
it would be the difference botween the branch paying and 
not paying, and the directors might say, "We will close 
that branch down," 

MR. CARROTHERS: Yos, 

THE CHAIRMAN: What is your commcnt on that? 

MR. CARROTHERS; JI think in actual practice that 
situation would be unlikely to arrive very often,, that 
is, the possibility of thc withdrawal of the bank, becaise 


if a bank is established there, thero is a certain 
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advertising value in having a bank in a locality and 

its valuc to the bank should be taken into consideration. 
But the community which could not support a branch of the 
benk would probably be the community which would suffer 

a groat doal if there were not a branch thero, It would 
be a mattor of going some little distance to the bank. 

In parts of the British Isles whore the population is 
much more dense than it is herc you have communitios which 
have to go several miles to a bank, and sometimes a 
banker's agent will pay a visit onee a weck to that 
community and do the banking business, generally on 
market days. Something like that could be arranged in 
Canada. An agent of the bank could visit a district 
end do the banking business of the community. 

SIR THOMAS WHITE: Do you not think that con- 
venient banking facilities increase the amount of savings? 
What I have in mind is this, and it has. come within my 
éxperience onée or twice; a branch comes into existence 
where one did not exist before; at once an increase in 
the savings becomes apparent in that communitye 

MR. CaRROTHERS: That may be, Sir Thomas. 

SIR THOMAS WHITE: I want to ask one obhor quos- 
tion. You sould hardly authoritatively pronounce upon the 
effect this would have’ upon the closing of branches 
without secing the profitsor losses of that particular 
branche Would it not depend upon the margin of 
protitloxy Losa? Supposing there were a hundred small 
wranches making $500 a year. Bot us assume the note 
eireulation was withdrawn from the bexk; thoy may earry 
fran $6,000 to $15,000 a year, depending on the branch, 
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to meet the domands arising from day to daye If they 
hed to purchase the curréncy they are out the interost. 
Suppesing this just made the differenge between tho 
profit and loss of that branch; would thet have a boaring 
upon your opinion es to the advisability of dopriving the 
banks of tho privilege of their note issuc? 

MR. CaaRROTHERS: It acpends meinely on the numbor 
of branches affectcd, and the import née of those branches, 
and also whether the suggestions I made could be put into 
effect, that is, for instanec, a man who oreo a week would 
go to these places and do the banking business for these 
peoplc. 

SIR THOMIS WHiwis Just one other questions Tt 
understand the central ban: 1. old make loans to banks 
and the government. 

ME. CARRCTHERS: Yes, 

SIR THOMAS WHITE: The central bank would make 
loans to provincial governments, the Dominion government, 
and to municipalitios? 

Mite CuRROTHERS: Yes, handle all public accounts. 

SIR THOMAS WHITE: 4nd would pronounce upon the 
credit of the provinces or the municizpclity in making 
those advanees? 

MR, CuRROTHERS: They would necessarily have to 
do So, just the same as our private banks do noWe 

IR THOMAS WHITH: What about loans to individuals? 

Mi. CARROTHERS: The: commerelal banks would nature 
oily Garey that. 

Sint THCMAS WHITEs You do not contemplato a central 
bank making a loan te any individual throughout the 
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MRe CARROTHERS: No, that would be in competition 
with commercial banks, . ; 

THE CHAIRMAN; They would not ongage in trade 
in any way whatevor, or have any privato customers on 
their books. 

MR, CRRROTHERS: No. If a school board, for 
instance, wished a loan to carry thom through part of the 
year, instead of going to a private bank they would go to 
tho central banks 

MRe LEMAN: Does that menu cponing up a set 
of branches? 

MR. CARROTHERS: You would have to have an organi- 
zation in each province representing the central body of 
some kinds 

MR. LEMAN: oOniy one? 

MR. CARROTHERS: TI «©. “see why there should be 
any need for any more than that? 

MR. LEMANs: You think a school board in Southern 
Saskatchewan, or in Northern Saskatchewan, if you prefer, 
would have to make its arrangements in Regina, for instance? 

MRe CARROTHERS: No reason why it should not. 

SIR THOMAS WHITES: Under your plan would the 
central bank be obliged to make loans to municipalities or 
public bodies or governments, say, upon request,or must they 
| determine what credit or amount they will oxtond? 

In other words, must they treat them as a bank treats its 
customers to-day? 

MRe CARROTHERS; They would havo to treat any 
public body on a purelr burinoess basis as far as the eredit 
is concerned, The diffororce- would be that this association 


would have only in estimation tho public welfare, 


A 


a 
Hy 


n 


ane 


“ 


~ 405 ~ 


and the question of profits would not enter into it in 
any way whe Goror, Tir world be prrely 4 public mattores 

THE CHAIRMAN: Gentlemong wo propose to adjourn 
now for a short intorval, and in tho afternoon we shall 
be vory glad db hear any furthor witnoesus or representatives 
who would like to put their views bet > o us. If those 
who propose to do so will be kind enough to hand their 
names to the Secrotaryy we will bo able to arrange for 
getting on with the business, and I suppose we should 
probably sit for a couplo of hours for that purpose, and 
see how long it takes. Wo want some time left on ar 
hands for private conferoncus in addition to which we 
shall give up part of this afternoon to hearing any further 
stabements which may be desired to be made. : Will those 
who wish to do so, kindly give thoir naes to the Secretary 
before half past two. 

We will stend adjourned now until half past two 


this afternoon, 


The Commission adjourned at 1.10 P.M. to resume 
at 2.50 o'clock P.M. : 


(Page 405 follows) 
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The Commission resunud at 8.30 peme 

THE CHAIRMAN: I am obliged to those who have 
kindly handed in their names to the secretary. The 
first on the list is that of Mre McCrossan who represents, 
I understand, the Mayor and council of Vancouver. Is 
Mr. MceCrossan here? 

MR. Ge EH. McCROSSAN: My lord, I am instructed 
to present a resolution passed by the council of the 
corporation of the City of Vancouver -irected to the 
question of interest rates, and in so doing J shall be 
as brief as possible and not take up too much of your 
valuable time. The resolution which, with your lord- 
ship's permission I might read was passed on August 15, 
1952, and is as follows: 

That wh. . the Dominion government, 
under section 5 of ths #inance Act, are making 
advances of funds to Canadian chartered banks, 
against municipal securities, at an interest 
rate of three per cent; 

And whereas, a portion of these funds 
are in turn borrowed from the said chartered 
banks in Canada, by cities and municipalities 
throughout the Dominion, at interest rates of 
from (53 to 7 per cent; 

‘And whereas, the said weeerca panics 
are making a profit of from two to four per 
cent on approved provincial and municipal 
securities, that applications be made to the 


Dominion governme.. for legislation to provide 
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that municipalities in Canada shall have 
similar facilities for advances on municipal 
securities from the Dominion government for 
temporary financing as are now given to banks 
under the Finance Act. 
That, of course, under the Finance Act as at present 
drafted would not permit such advances as the city council 
is suggesting here. This resolution, or the purport of 
it, has been passed by a number of cities and municipale-. 
ities in Canada, so I am instructed by the Union of 
Canadian Municipalities. Its object is to endeavour to 
secure in the cost of local Ae oranene lower interest 
rates,if possible, on temporary borrovlacs. + ehiy Mea 
the advantage of a conference with council yesterday. 
I asked whether they were referring in particular to 
temporary borrowing on the issued or authorized securi- 
ties that had not besn placed on the market due to 
unfavouratle market conditions, or whether they had in 
mind advances against anticizpatcd current tax collec- 
tions. So far as the city council of Vancouver are 
concerned they are directing their attention particularly 
to temporary borrowings on capital issues that have not 
been marketed. They have had experience in these de- 
pression years when market conditions were not favours 
able. 

The rates that the City of Vancouver has had to 
pay may be of some informative value to the Commission 
and I would like to give a few figures. Tne total 
amount of interest paid to the banks on borrowings in 


1930 was $336,387; in 1931, $252,237; in 1932, $376,770; 
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and up to the 3lst of July of this year, $287,645. The 
interest rates on capital borrowings were from January tc 
June, 1951, 5% per cent; June to December, 1931, 5 per 
cent; January to May, 5% per cents; May to date, 6 per 
cent. It was thought by council and I think by the 
general public of Vancouver that particularly this 6 
per cent rate was entirely unjustified on the class of 
security, the bonds of the City of Vancouver, which I 
would say for information have at times been marketed 
cheaper even than the securities of the Dominion of 
Canadae Vancouver has never defaulted on any of its 
obligations, and no suggestion of ics doing so has ever 
been made. Council thinks in regard to an uncontrolled 
rate of interest of this kind, particularly when charged 
by banks which have the privilege of getting Dominion 
notes on municipal securities and then re-loaning at 
higher interest rates, ‘rt the legislation should be 
revamped giving the government of Canada authority, 
under proper control to be fixed in the legislation 
itself, so that advances for temporary borrowings might 
be made direct to the municipality. The valuable 
observations of Professor Carrothers this morning would 
work out the machinery for a central bank very nicely 
if such an institution were established primarily for 
service and not for profit, and advances of that kind 
could undoubtedly be given to the municipalities. 

On current loans the rate of interust has been 
as follows: First six months of 1931, 5% per cent, and 
from 1931 in the month of May to May, 1933, 5% per cent; 


from May, 1935, to date, 5 per cent. 
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There is not the same spread there as on the 
current loans against anticipated tax collections as 
compared with the rate on capital borrowings. 

To show that Sroi the standpoint of security the 
City of Vancouver is entitiod to better consideration 
than they nave been accorded by the banks I might give a 
few more figures. A reflex is shown in the percentage 
of current tax collections, as follows: In 1929, for 
instance, 90.99 per cent of the total taxes were collected; 
1930, 87.58 per cent; 1951, 83.41 per cent, and in 1932,) 
75.01 per cent. To date, as of August 8th, 64 per cent 
of the total taxes has been collected. 

The suggestion put forward by the City of Vane 
couver and by many of the cities, towns and municipalities 
in Canada, is of course somewhat radical from the situa- 
tion that has prevailed in the past, but now that this 
Commission is reconsidering various phases of the bank- 
ing and currency question the city considered it was 
opportune to bring this m‘*.3° to your attention. As 
a matter of fact they have Sumitted the proposal to the 
Dominion government, I am instructed, and they were asked 
to refer it to this Commission for its consideration. 

We trust that favourable consideration may be given, and 
that the different points of what you micht call lines 
of demarcation could be, if you considered the propoal 
favourably, recommended in skeleton outline to the 
government for its consideration. 

THE CHAIRMAN: Is the operative end of it that 
you propose that the Treasury Board should issue currency 


to municipalities against the deposit of approved 


S ‘ 2) 
be eel 
& us 
Foal kt . i 
» 
oe % 
FP 


S See ae 
3 he 7 
i 
3 / ae 
é : 
oa , 
i ¥ vy 
. ; 


Fs 


Re 


scourities? 

Mr. MeGROSSAN: For temporary purposes. 

THE CHAIRMAN: And it should be issued direct 
to the municipalities? 

MRe McCROSSAN;: That is a question of means or 
mechanism. I see no reason why it could not be deliver: 
ed direct to the municipalities. It would then enter 
into circulation even more quickly than if it was de- 
livered to the banks, 

THE CHAIRMAN: Would the Trevcury Board have 
the means of guaging the responsibility? 

MRe McCROSSAN: They have ta appraise under the 
Act as it stands bank securities, and it would have to 
be optional, I take it, that we should not deal with 
municipalities in default vr with municipalities whose 
securities the Board did nos consider favourably, and I 
presume there would also have to be some maximum limit 
put on it. 

THE CHAIRMAN: Would you assume that the munici-+ 
palities would pay 5 per cent on it? 

MR. McGROSSAN;: The municipalities are naturally 


looking to get it at a lower rate of interest than what 


they are labouring under now. 

THE CHAIRMAN: The banks pay 5 per cent, do they 
not? The rate has gone down recentl: to three and I 
believe just now it is 2% per cent. 

MRe McCROSSAN: The maximum under the Act is 5 
per cent, but I think 3 per cent is nearer the average 
than 5, although I am speaking subject to correction. 

THE CHAIRMAN: We ‘ina the actual figures before 


us in Ottawa. 
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MRe McCROSSAN: I do not think there is anything 
I can add after putting the proposal broadly before the 
Commission except to bosvuak favourable consideration 
Por A 

THE CHATRMAN: I am much obliged to Mr. McCrossan 

COMMISSIONER LEMAN: I understand that there is a 
difference between current borrowings and capital expend- 
itures? 

MR, McCROSSAN: Yes, under the Municipal Act most 
of the municipalities in British Columbia, on account of 
the system of assessments taking place in one year for thi 
year succeeding, have to borrow agi inst anticipated tax 
collections, and they carry on on borrowed money. For 
instance our great payment of taxes comes in August. 

COMMISSIONER LEMAN;: That would be your current 
requirements? 

MRe McCROSSAN: Yes. 

COMMISSIONER LHiéc’: Then you referred to capital 
requirements? 

MR. McCROSSAN: Those come up when the rate- 
payers have authorized the issue of debentures, and 
council in its wisdom thinks that the market is not 
favourable, and 40¢8 not always float the issue at that 
time. The city to-day has several issues that have 
been withheld. 

COMMISSIONER LEMAN; For what reason? 

MRe McCROSSAN: Unfavourabl:. narket conditions. 
They think they can do better later, that they can get a 
better price and that the securities are entitled to a 
better price. 

COMMISSIONER LEMAN: May I ask at what yield the 
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bonds of the City of Vancouver are presently selling at, 
if you have that information. 

MR. McCROSSAN: I can obtain that for you. The 
comptroller would have that. Unfortunately I have not 
had the opvortunity of getting all the data I should have 
had. 

SLR THOMAS WHITE: There is an aspect of it 
which I should like to direct to your attention. I was 
very interested in your remarks. Similar representae 
tions were made some years ago when I was in office. 

I suppose if your proposal were carried out mnaaeeee ty 
all of the municipslitiscs would have to be accorded the 
privilese? 

Mre McCROSSAN: Yhno opcion of coming within the 
privilegs, 

SIR THOMAS WHITE: It would not be a case of 
simply the largest cities like Vancouver having the 
privilecs? 

Mr. McCROSSAN: Favourites could not be played. 
tt would have to be a question of security. 

SIR THOMAS WHITE: Municipalities and school 
boards, I suppose, and provincial sovernments. You are 
referring only to municipalitics. 

MRe McCROSSAN: I do not know that provincial 
governments could come in. 

SIR THOMAS WHITE: The question might arise -- 
Iam not raising it mrself, especially at a period like 
this, as to what effect on ths currency the issues would 
have if they were taken advantage of widely all over the 


country. You will appreciate that point. 
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Mre McCROSSAN;: That is the snag. I pointed 
that out to council] in our private discussions, and 
passing through my mind was the thought that it would 
have to be guarded against naturally, and there might 
be an index of almost mathematical certainty which could 
be arrived at statistically by reference to the amount 
of monsy which the banks have advanced to municipalities, 


and a substantial portion of that could be held from the 


bank advances under the Finance Act. In other words it 


would go direct to the municipalities instead of to the 
banks and would not disturb the general quantum in 
circulation. 

SIR THOMAS WHITE: I just wanted to raise the 
question which obviously would occur to anyone as to 
just what extent that might run. 

COMMISSIONER LEMAN: You appreciate that the ad- 
vances under the Finance Act are very, very variable? 

MR. McCROSSAN: Yos. 

COMMISSIONER LEMAN: Ousy have been down to 
practically nothing. I suppose the amount would pre- 
sently stand at about $50,000,00Q. How far would that 
go to accommodate the provinces, the municipalities and 
the school boards of the whole country? 

MRe McCROSSAN;: If they were asking for no more 
than Vancouver is asking it would go a very long way 
because we are askins only on certain issues. 

COMMISSI ONER LEMAN: What would be the amount? 

Mre McCROSSAN; That depends om the particular 
issue. Vancouver as a general rule has never had 


any difficulty. 
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COMMISSIONER LEMAN: You realize the amount of 
borrowings that it would represent throughout the length 
and breadth of this country? 

MR. MeCROSSAN: Many municipalities by virtue of 
their standing would be ruled out. 

THE CHALRMAN s It would :bé difficult for 
the Treasury Board to discriminate, would it not? 

MR. McCROSSAN: Politically, it would. 

THE CHAIRMAN: Perhaps not by a board such as 


Professor Carrothers referred to, but it would be diffie 


cult from the standpoint of -. 

MR. McCROSSAN: If it was adopted ss a general 
policy there would have to be some departmeiital board 
functioning along that line. 

THE CHAIRMAN: Much obliged, Mr. McCrossan. 

The Cemmission will take into consideration the eens 
tion of tho municipality. 

The next name I hav: on the list is Mr. Charles 
Woodworth. 

MR. C. Me. WOODWORTH: I submitted a memorandum 
to the gentlemen of the Commission last Sunday when they 
arrived here and this morning Professor Carrothers has 
taken up some of the points that I had submitted. It 
does seem that when the sovereign power has the control 
of the issue of currency it should not be delegated to 
the private panks. They should not have the control 
-ef credit. I am of the opinion, and i submit 1t to you, 
that we are saved from a great many of our difficulties 
by the Finance Act. We were wise enouzh under the 


Finance Act to base the credit of our banks on the 
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nationts credit, so that is what it actually comes to 
when thoy can borrow from the nation. The reason the 
United States had so many bank failurss is that they 
have based their eredit upon the capital and the gold 
which the banks held. 

I have given in my memorandum my reasons for a 
central bank, and they were given better by Professor 
Carrothers this morning. There is another suggestion 
and it comes from a society of which I have been a member 
for a number of years, and that suggestion is that a 
central bank will hardly be sufficicnt and that there 
ought to be above and over that a banking commission. 
That is somewhat similar to the idea expressed by 
Professor Carrothers. That banking commission would 
deal with two matters, one of which he referred to, and 
that would be the question o* coinage, and credits. 

Confining myself to th. issue »-mthe control 
of currency and credits the Commission would advise and 
co-operate with the central bank, would control inflae 
tion and deflation, stabilize the price level and exe 
change rates, and encourage or retard production, dis- 
tribution and unemployment, and make or unmake purchase 
ing power. If the central commission had power to do 
that, they would control to a much greater degree I 
think than a centralbank. 

There is another view of the work which that 
commission might do. When the central bank is taken 
over by another central bank they would deal with the 
amount and volume of bank credit and of currency. But 


there is a question as to whether the chartered banks 
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of Canada should not be regarded as having some respone 


sivility for public service. We have that idea very 


prevalent in Canada in regard to the Railway Commission. 


Take the Canadian Pacific Railway, for instance. [It 1s 
as much a private corporation as any bank in Canada can 
be, and yet the rates which the Canadian Pacific Railway 
charges, its service, and many other things of that sort 
are under the guidance and direction of the Railway Come 
mission. Take the instance which Mr. ‘icCrossan referred 
to, of the City of Vancouver being asked to pay, not 53 
per cent per annum, but 6 per cent. There are thoue 
sands of such instances. There is no court, no tri» 


bunal and no law which governs the bank in the amount 


that it may charge, anc yeu hose banks have at the 
present time the power to i: .u.: iotes of their own as 
currency. They have the right under the Finance Act 


of borrowins, and it seems to me that the banking com~ 
mission might in a proper case act just as the Railway 
Board acts now and order a certain service to be performe 
ed by the chartered banks of Canada and at a certain rate. 
I give in my memorandum a quotation from Sir 

William Beveridge. He was at that time purporting to 
summarize for Sir Josiah Stamp, Sir Basil Blackett and 
others, to show that they were not entir:ly satisfied in 
every case with a central bank, but that the contral bank 
should be owned and controlled by the nation, It would 
be intolerable that thes owning and controlling should be 
done under political prisesucs or that it should be subject 
to the changing of administri:tions. It does seem to me 


that if this power of controlling currency and of making 
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and unmaking purchasing power and of dealing with the 
several things that I have consigned to the banking wit 
mission were given, the government might control both 
the central bank and these various other matters to the 
very great advantage of the Dominion of Canada. 

I wish also to call your attention to one or two - 
things that I have said in my memorandum by way of intro~ 
duction. You have heard this morning of conditions in 
British Columbia, We have approximately seven hundred 
thousand of a population, and at ono time last winter we 
had 129,100 receiving relief, at a cost to the province, 
the’ municipalities and the Dominion of $11,000,000, and 
yet right at our very doors we have an abundance of all 
foods. As the Commission must have gathered this morne 
ing, we have lumber and minerals; in the Okanagan we have 
tree fruits, and on the prairies right at our door we 
have wheat. It does sean bo me that that is an indica-~ 
tion, not that people are not able to produce, but that 
they are not able to exchange, and the questicn that is 
coming to us is, if they are not able to exchange, is 
there something wrong in the mechanism of exchanse; that 
is, in currency or bank credits. I do not think that 
things are altogether so happily situated. There was 
evidence given to you this morning which I would like 
you to investigate further on the subject of mining. I 
do not think that Mr. Taylor told you that the mine he 
mentioned had become a great mine and needed further 
capital for development and financing. In dealing 
with the position of the Fraser Valley Milk Producers! 


Association you were told that the real producers could 
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not get the credits they expected to, get from the 
deposits of depositors in the banks, There should be 


some means of giving credit and obtaining eredit that 


we have not yet developed both for mining, agriculture, 
fishing and other industries. 

I have brought to your att aticn the fact that 
on the continent of Europe and in several other | 
places they have developed the question of a bank or 
banks to deal with these matters. We have a great deal 


of complaint in this province and I think throughout the 


Dominien. We are hardly vetting the service that we re. 
quire. There are two sides to that question. Some 


say: Well, if we had local banks such as they have in 
the United States the banks would have the sympathy of 
the community and the assets of the banks would be 
liquid always. 

There is a third reason for some of our diffie 
culties. As a practising lawyer I have often said to 
some person that I was proceeding asainst, "Well, I 
gaurd not do any such thing as that oyself, but you know 


I am acting for another person," 


and so our local managen: 
have been told, “Oh, we would not proceed ourselves." 
THE CHAIRMAN: I think Mr. Charles Dickens said 
that long aga, didn't he? 
MR. WOODWORTH: My submission chiefly is not 
only what Professer Carrothers suggested about a central 
bank but that there should be a central banking commissio 
THE CHAIRMAN: I appreciate that, but it is very 


undesirable of course to duplicate bodies because all 


these bodies are expensive, unless you could show it 
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would have some distinctive Function that could not be 
performed by a central bank. Gould not aki the funce 
tions you desire be concentrated in ene institution, 
both the functions to which Profeasor Carrothers has 
referred and these further features to which you have 
referred as appropriate to your commission? Could you 
not bring them all into one body? 

MR. WOODWORTH: The ¢dentral bank should not only 
pass upon loans by itself to other banks but upon loans 
by other banks to customers: 

THE CHalBMAN: You get into a difficult region 
there, of course. 

MR. WOODWORTH: Moreover it is quite likely 
that the government would like to assign to the central 
bank questions dealing with the amount of currency and 
bank credit in the country. Would they be willing also 
to consider the amount of the value of the dollar, 
whether it should be devalued or revalued? 

THE CHALRMAN Why should they more matters for 
your commission to deal with than they would have in 
the central bank ? The personnel would be drawn very 
much from the same sources. They would need to be. 

MR. WOODWORTH: I also quote in my memorandum 
from Sir William Beveridge who in his book "The World's 
Economic Crisis" says, and he is purporting to summarize 
the views of Sir Arthur Salter, Sir Josiah Stamp, sir 
Basil Blackett,Mr. J. M. Keynes and Professor Henry 
Clay: 

Nearly all our transactions are done 
by credit . .« - »« Such machine y as 
we have for controlling that, through 


the operation of central banks, is not 
sufficient for its purpose. The making 
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and unmaking of purchasing power has 
fallen into anarchy, and from anarchy 
Spring the alternate inflation and 
deflation which make our booms and 
depressions. Unless we can restore 
effective control and stabilize pur. 
chasing power, we shall never escape 
crises. 
If the central bakk is not sufficient then, in his 
opinion, we should add to it, first, puolie ownership, 
and then some body or commission that would be a little 
apart from managing the bank, even a central bank. 
THE CHAIRMAN: We have your written represen 
tations before us as part of our record, Mr. Woodworth. 
MR. WOODWORTH: Ys. 
(Memorandum of Mr. Woodworth follows;) 
INTRODUCTION: 
The area of British Columbia is 
872,650 square miles. In natural resources 
it probably equals Germany with a population 
of 64,000,000. In tourist attractions it 
excels Switzerland with 4,000,000 people. But 
we have a populationof only about 700,000- 
Of these as many as 127,000 have been on re- 
lief at times during the past ycar and the 
number now exceeds 100,000. Probably an 
equal number are in a financial condition 
almost equally desperate. The cost of un- 
employment v lif last year was about $11,000, 
In Vancouver, "ou v building has shrunk from 
2,000 per annum to 114 for the first six 
months of this year; marriages have fallen 


from 2,600 to 1,500 per annum. The Canadian 
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born of large eastern families are ceasing to 
reproduce, while the percentage of Japanese and 
alien races is mounting rapidly. About 49,000 
children are in Vancouver schools and as anly a 
small portion of those graduating can find one 
ployment, a shocking proportion are becoming Seta: 
alse 

The hungry people of Vancouver are mostly 
able and willing to work. The farms and gardens 
of the Fraser Valley at our door can produce an 
abundance of dairy products, small fruits, ae 
ables and other farm products, but the farmers are 
unable to well their products and are drifting into 


poverty. The interior of British Columbia can 
bountifully produce tree fruits, potatoes, tomatoes 


and meats equal to the best in the world, but the 


prospect for the producer is no less hopeless» 
In both districts lservé proportions of the products 
ere left to rot. The province has timber and 


minerals in abundance. The great world granary of 
the prairies adjoins this province on the east. 
Vancouver is a splendid and welleequipped world 


porte 
The great fault in our system scems Eo 1. “in 


inability to profitably exchange our products. The 


xchange are ancy &é De eredit 
media of exchange are currency and bank e 


Yet, one or two branches of our chartered banks in 


magnificent buildings can be found on every fine 


corner of our city. Our people are anxiously ine 
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vart na os ee youn ps eH oe pea fa 
quiring if perhaps ons principal and primary cause 


of our distress dows not lie in the currency, bank. 


l. A National Central Bank: 

Canada should establish a abAC ral bank, 
wholly owned by the state and managed and control 
hod oy the stat: throvgh the proper agencies. 

Qe Nowadays, eve: ‘yaneced country, except 
Canada, possesses 4a central bank. aoe patriotic 
but cannot belisve that Ganada only is risht. 


rie) 


be The functions of such central banks are: 


first, the resulation of currency, and secondly, 
the regulation of the total supply of bank money 
or erodit. I cannot believe that eithsr of these 
functions cun be well done by, or ought to be 
delegated to ths present chartered banks, From 
tho sarliest times, mon have . thougnt that 
the making of money and purchas'ns power should-be 
controiled by thse sovereign power, We have un» 
wisely delegated the monopoly of this control to 
our chartered banke, 

¢. Our centre.) ©. :> should be owned and con-~ 

olled by the nation. In England the government 
ia the Bank of England closely co-operate with 
each other. Yot, sir, W. H, Beveridge says in 
"the Werlats Economic Crisis", -- "Nearly all our 
transactions are done by credit." "Such machinery 


as havo for controlling that -- through the 
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operation of contral banks -- is not suificient 
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for its purpose, The making and unmakineg of pure 
chasing power has fallen into anarchy and Prom 
anarchy spring the alternate inflation and dew 
flation which make our booms and depressions. 

Unless we can restore .ffective control and stabil» 
ize purchasing power, we shall never escape crises." 
As I read the book, he is there’ purporting to give 
not only his own views, but summarize those of Sir 
Arthur Salter, Sir Josiah Stamp, Sir Basil Blackett, 
Mr. J. Ms Keynes and Professor Henry Clay. I oe 
mit his opinion is entitled to great consideration, 
as to the operation of a privately owned central 
bank in England, the most beneficent instance of its 
kind. Because this was so, the United States very 


largely reserved to that nation the control of the 


Federal Reserve Banks, the Federal Reserve Board and 
the Federal Advisory Council. Press reports and 
magazine articles indicate that Italy, Germany and 
France have lately gone very far in assuming absolute 
control of central and near central banks» 


d. It is urged that in Canada, our banks are 
safe, while lately in the United States the hanks 
were forced to close their doors and there have been 
many bank failures there. The credit is given to 
our Bank Act and more especially to the Finance Act. 
I submit the argument merely shows that United 
States was wrong in basing bank credit upon gold 
d that Canada was right 


reserves and bank capital an 


jn basing bank credit in the last resort under the 


Finance Act upon the power, wealth and credit of 
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the stats. "The basis of a nationts eredit is 

the number, int lili -.1¢cc and industry of its people, 
plus the capital equionm.nt and natural resources 
within its boundaries." The credit and stability 
of our banking system is based on this. But the 
effcctive control of the Finance Act lies in the 
chartered banks for their benefit primarily and . 
only sccondarily for the benefit of the state which 
dées not wish to see any powerful private corpora~ 
tion become bankrupt. 

6 Under the Finance Act, th: banks can borrow 
unstated sums at an interest rat« of three per cent 
per annum. They reloan at rates from six per cent 
upwards. The advisers upon the sufficiency of the 
securities are the banks or their subsidiaries. 

Yet the banks acsun- ro duty of public service for 
this right, the riztt to issue their own notes as 
currency or their charter privileges. 

2e Banking Commission. 

The banking system of Canada should be 
placed under the control of a banking commission 
invested with plenary powers in all matters pere 
taining to currency, coinage and gredits. This 
idea is familiar to Canadians by the working of the 
Railway Commission and the Tariff Board. They see 
4n tho United States, the Feder.] ltesorve Board and 
the Federal Advisory Council, als6 lately the agenoy 
for carrying the N.I.R.A. into operation. By this 
course we would avoid the objection that these 


matters ought not to be subject té partisan political 
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pressure or the changing policies of succesding 
administrations. 

Confinins ltdelf strictly to banking and 
currency, the duties and accomplishments of such 
a commission would dover a wide field. It would act 
as a court of appeal for all complaints as to rates 
and service of chartered banks to customers and of 
the National Bank to cuartered banks. When the 
City of Vancouver cov,liinsd Last spring that the 
rate on its overdraft had been raised from 53 per 
cent to 6 per cent per annam, it found no law to 
¢eovern and no body to adjuaicate. Thousands of 
very similar cases arise yearly throughout the 
Dominione 

=t scems that we ire coming to an ace of 
managed currsneies anu managed credits. The 
volume of money will be manazed oithur in terms of 
gold or according to the needs o: tis people. On 
the same principles the value of the dollar will be 
fixed from tim» to time. So, confining itself 
to the issue and control of currency and credits 
the commission would idvise and coeoperate with the 
zentral bank; control inflation and deflation; 
stabilize price levels and oxchange rates; encourage 
or retard production, distribution und employment 
and make and unmake purchasing powur. It would be 
composed of learned experts and would act upon its 
own knowleds:: and investigations or upon evidence, 
or upon both comoinede 
Se Bank Notes 
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their own promisorr notes as currency should be 
abolished. This olvi.»sly follows from what pre-~ 
cedes. "Canada, 1935" at pase 155, gives the 
amount of these at $133,426,857. The benefit of 
this notc issue as well as that of present Dominion 
notes should acerue to thse National Bank or the 
Treasury direct. 
4. Costs and Benefits 

Interest for the use of bank credits and cure 
rency should be largely reduced and the baie enbe of 
eredit should be more widely ext vnded. Finance of 
itself produces nothing. Money and credit as 
media of exchange are mere markers or chips in the 
geamss of production and distribution. As a means of 
storing values, bank credit now has the whole field. 
if a citizen is entitl:: to eredit he should be 
givon it for the cost o. iuvostigation and the care 
needed for its attention. It does not reflect 
credit upon our economic order that in Canada banks 
charge the ordinary borrower eight per cent per 
ennum compounded every three months. Sir Josiah 
Stamp says of Britain: "Through our money market, 
eur acceptance houses and our discount houses we 
have financed the trade of the world and that has 
earned us a lot of money which 2s. played a very 
important part in feeding our hu». population." 

Our vast system of chartered banks is not 
designed for the service of the farmer, miner, or 
other producer, as its policy is to keep its assets 


liquid. It is rraved to aid in the distribution 
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of goods and scrve the financier. Under its bua 
nign rule, districution ha: broken down, but the 
financier has waxed «eat and bevome ao national 
menace. How frichtfullvy it performs the duties I 
have assioned to the bankiie covsission and the 
national bank, you will hear at cvery sitting. 

In Canada, we do not have issuing houses or 
discount or aeceptance houses. The poor man goes to 
the private moncy lender or pawn shop and pays 
fabylous ratos. Loans on realty are made by ine 
dividuals or compani3s. Money for companies or 
busincss enterprises is obtained by the sale of 
bonds and shares. Such services and service to 
the producer referred to in the preceding paragraph 
are needed badly. These functions are served by 
the banking systems of the continent of Hurope and 
somewhat by the local banks of United States. The 
law should provide for charters for such banks or 
financial houses and their supcrvision by the banking 


commission. 


5. Unearned Increment 
Hrom "Canada, 1950", page 156, IT eopy the 
following measurements of the currency and banking 


of Canacds 
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Dominion Notes $154,160,147 
(Of these 69% are held as 
Bank reserves, leaving a 


balange for circulation of 47,769,646 
Bank notes 135,426,857 
Bank branch offices - 3500 78,000,000 
Total assets of the banks 2,199,000,000 
Liabilities to shareholders 506,000 , 000 
Liabilities to the public 2,742,000, 000 
Loans and discounts 1,764,000,000 
‘Deposits by the public 2,425,000,000 


Gold owned by the banks, I am 
informed, is less than 70,000, 000 


Outside the value of the offices and the gold 
held, the assets are derived from the increment of 
association an? uxivilding of Canada and the bank 
charters. 

6. Socialization 
Perhaps too conservatively, I ask only for a 
national central bank and a banking commission and 
for the chartered banks not socialization but more 
effective national control. For their privileges, 
they should assume some duty of public service. If 
their charters are renewed much as they now are, th 
will not be renewed at the end of anotner ten years 
at all. What of the interiic Ths panks might ga 
more by conciliation now. 
(Signed) C. M. Woodworth 
THE CHAIRMAN: The next name is that of Mr. 
Mitchell, who represents the Society for Technocratic 
Resvarche 
MR. W. MITCHELL: With your permission, my lor 


I should like to read a brief memorandum as follows: 
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VANCOUVER SOCIETY FOR TECHNOSATIC RESEARCH 


On behalf of the members of the 
Society for Technocratic Research of Vancower, 
British Columbia, which society is conducting 
a study of thie economic affairs of Canada but 
whose members do not pretend to be expert in 
the finer details of the banking profession, 

I beg to submit the following as a consensus 
of opinion in the matters now before you, 
v1. 

It may be taken for granted that there 
is no complaint in respect to the operation 
of banking as it is carried on within the Act; 
that is, no criticism of banking methods is 
made on the ground that the banks do not 
live completely within the various Acts of 
Parliament governing them, but the complaint 
is rather that the provisions of such Acts 
are so wide and allow so much latitude as t# 
permit banking to become a monopoly in con= 
trol of the nation's exchange, and to allow 
of bankers dealing in money as a commodity, 
of which they themselves have the sole right 
of manufacture and in such a manner as to be 
perfectly sound business for the bankers and 
economic futility for the rest of the people. 

In the populat philosophy of the street 
the word credit is associated with banking on 
the assumption that banks srant or withhold 


credit according to the dictates of the 
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managing officers or the economic conditions 
prevailing. The genesis of credit in.so far 
as this Dominion is concerned may be traced 
to the action of the great fur-trading 
companies in supplying their Indian pro- 
teges witii tasir summer supplies in antici- 
pation of thse *«.vyment of such advances in 
the form of their winter catch of furs, and 
this was credit in its true sense as the 
enly bond was one of faith and confidence. 
To some extent this was, and yet to a 
slighter degree still is, the relationship 
between the manufacturer and the wholesaler, 
and between the wholesaler and the retailer. 
Commodities are furnished in anticipation 

of eventual repayment, w.i:'.ovt any bond or 
security being asked or given. 

In a general way, however, we do not 
find the banks working on this principle. 
When a client desires the advance of money, 
or "credit", he requires first to satisfy 
the banker as to his financial stability, 
and secondly, to put up some security as 
collateral. The banker is not permitted 
to advance money on the security of a real 
estate mortgage, but that does not prevent 
the banker asking the borrower to deposit 
with him his certificate of title to such 
property, and without. that certificate no 


transaction affecting the roperty can be 
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conducted, so that it has all the force 
and effect of security under a mortgage, 

Itbwill therefore be seen that whilst 
credit in its true sunse is the granting of 
currency or commodities upon a promise to 
repay, banker's credit is merely the exchange 
of cone rorm of ctmmodity for another, with a 
promise on the part of the bank to at some 
future date reconvert th. items now exchanged, 
plus interest, of course. In view of the 
fact that the banker is dealing witn the money 
of his depositors, very little exception can 
be taken to his careful efforts to safeguard 
his louns, and we here merely wish to emphasiz 
the difference bocween true credit and 
banker's eredit, which latter is carefully 
secured loans. 

Our claim is that money was originally 
devised as a medium of exchange but that, 
undcr the profession of banking, it has become 
a commodity, in no way related to the pro- 
duction of the goods it was originally intended 


to exchanasc. 


ah 


: -* 
= » 3 : ae 
= - e , 
Z “ ’ : ; 
; ‘ se - ‘ 
= re + 
4 = iS 
, " «, 
EEF A Des ? a ‘ 
> . . S 
. ee. eee 2 - P 
' t * . : 
s : ee is , 
e - ® > 
c: « : 
3 - 
ues ~ : 4 a! a ag - < : 
, 5 ue 
ont ca ae 
+ 
mi + : y 2 = Pr 
eS * P - + 2 q 
a i: : , cx 
~ rae ; ¥ ; a 5 
+ + a i fe - 
_ re i = a + - 
‘ : 4 g a . we z z : 
ds < ee ne 7 z 2 2 ‘ 

i 3 - Sy . ¢ +3 es ~ ae 
< ; nes : =e +. “ wt 
meee a8 - moe oy, : 

= : : ; i“ ‘ 
Suey i ” 5 
a mpeg a = woe 
<t A a> ae at ; = 
me vs * hes a * 
y . need on a ee 
weed Bae Se ne Z eee 
oes = r Nee ae ‘ > ee as 
pe a re Ee - ; of eo iS 
=o 5 ~ ne . ia Pig 200 
+ c Rey eos or . SS ‘ mt 
. : Sr e Eid b 4 > 
» : 2 + * bet 
= = ap od se . 
. 4e Es tls 37 
raw) at ay ; 
=e ae * ? : ue 


ae 


oO 


~ 425 = 


In 1929 the gross production of Canada 
amounted to over six billions of dollars in 
value, but the entire currency in circulation, 
~ and considerat’« of it was in the form of 
#50,000, clearing Mouse certificates + only 
amounted to some two hundred and eleven million, 
The free exchange of that year's production, 
therefore, was limited to the tempo at which the 
relatively small emount of currency in circula- 
tion would move. 

The economy of the present ave none 
based upon a scarcity of money in order that its 
earning power may be greater, but this is ine 
compatible with the free exchange of commodities 
and labour. It may be true that not the 
quantity of currency in circulation, but rather 
the tempo at which it circulates Is the deciding 
factor in estimsting the turn-over of commodities 
and the consequens .ise and fall of trade; never- 
theless, anything that tends to restrict the free 
exchange of labour, or products is detrimental to 
our social welfare. 

The inefficiency of the present system ish 
shown in the fact that during times when business 
is good, it is comparatively easy to borrow from 
the banks, but in times when conditions are ad- 
foot. as they now are, sucn borrewing is prac- 
tically impossi ble. 

Commodities are manufactured and the 


purchasing power of the people os produced under 
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under one set of circumstances, and the money 
which exchanges the two items is produced under 
another, entircly unrelated, and it is, there- 
fore, absurd to expect any harmony of operation. 
Whilst, as Technocrats, we ultimately en- 
visage a form of terminal money, or individual 
eredit, that would be issued coincident with 
the pace of production, we realize that such a 
concept is considerably in advance of the times, 
and that, in the meantime, to make the best of 
the conditions we have to “ace and still progress 
toward that ideal, we are in favour of the es- 
tablishment of a Government-owned snd operated 
Central Bank, conducted free from political 
influence, and in the same manner as, is-the Post 
Office Departm.:%, and from which Bank the sub- 


L 


sidiary Governm |... of the Provinces, the: cities, 
and municipalities may obtain financial loans 
agai nst physical securities at a minimum rate of 
interest based upon the cost of operation of such 
Central Bank only; thus taking the funds for 
administration purposes out of the rank of a 
commodity and leaving the Chartered Banks to deal, 
for tne time being, with commerce. 

For purposes of its eveluation, the dollar 
should be based on the Inde~ cf 502 wholesale 
commédities now monthly recorded by the Govern- 
ment - thus a dollar would represent what it 
would buy and not a fictitious or self-commodity 
value. 


Such a Central Bank as that referred to, 
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would issuc- new money and make loans thereof, 
subject to certain restrictions in volume, and 
based solely upon the physical assets of the 
various communities, if the value of the 
Canadian dollar was first standardized upon the 
average of the five hundred and two commodities 
mentioned, then the theoretical inflation result- 
ing from the issuance of such new currency would 
not affect the value of the Canadian Dollar, 
either that of the Governmen® issue, or of those 
already in circulation, and ali new issues ex- 
cept replacements would be the perogative of the 
Central Bank, 

That, my lord, is the statement we have prepared, as 
the concensus of opinion of sur organization, As I say, we 
are not experts in finance , but we'have made a very care- 
ful study of the generd conditions in Canada over a certain 
period of time. We have received Governmental records 
from time to time, of which this brief? list to which I have 
referred is a sample, and which I will be glad to turn over 
to the Commission for their information; and we have also 
received other information, and have prepared a little bro- 
chure regarding Canada, and particularly with regard to the 
gross productions, which w as preparec from statistics gath- 
ered from governmental sources entirely, snd they are absolut 
tely authentic, and I think the figures contained in that 
would also be of considerable use to you. 

THE CHAIRMAN: Thank you, Mr. Mitchell. You have 
explained your viewsvery fully, but there is one thing which 
puzzles me a little. You are in favour of the establish- 


ment of a Central Bank, but you describe it as "Government 
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owned"; whet do you mean by "government-owned}> 

MR. MITCHELL: iho bank would have the functions 
of the crewermeeihs but not profit in it. It would 
be a function of the Government, in the same manner 
Aas the post office. 

THE CHAIRMAN: Do you mean represented in 
Parliament by a responsible minister} 

MR. MTi CHELL: By a minister, yes, 

THE CHAIRMAN: A party politicianj 

MR. MITCHELL: TI would not 2*ks ie think that. 

THE CHAIRVAN: Are not all ministers party 
politicians? I thought I myself was the only minister 
who was not a party politician. 

MR. MITCHELL; There might be another in Canada, 
Fale it ae 

THE CHAIRMAN: Bac wtite seriously is that not 
a point you want to consider? Is it not undesirable 
that the currency of your organization should be 
gubject to political pressure? 

MR. MITCHELL: We a re opposed to fae. my Lord. 
We are only making suggestions; we do not want to go 
into the mechanics of it at the present time. 

THE CHAIRMAN: You said "Government-controlled"-- 

MR. MITCHELL: Yes. We mco- 1 controlled by 
the cane taee outside of private intcrests. 

THH CHAIRMAN; It may be important it should be 
independ ent of the government as well as independent 
of profit-making. Are you not more disposed to 
favour a body which may speak with the re 


also with an independent voice? 
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MR, MITCHELL: It might be woll, 
THE CHALTRMAN: If it is owned by tho governmont -~ 
WR. MITCHELL: our {ntontion, in reforring to 
the Post Office, was that it was not to be a profite~ 
“making banke 
THE CHAIRMAN: sh, we are all agrecd that private 
profit should not ontor ints 1+ at all, but independence 
should be required. 
MR. MITCHELL: Oh yes, absolutely, | 
THE CHGIRMAN: That is, independent of the 
governmont? 
MR. MITCHELL: You. 
THE CHAIRMN: Why? 
MR. MITCHELL: I just wish to point out that 
feature to youe 
SIR THOMAS WHITE: May I point wt cac thing? 
In your first paragraph on page 2 you say: "The gross 
production of Canada amounted to over six billions of 
dollars, and the cntire currency in circulation only 
amounted to some two hundred and eleven millions." 1 
Supposs you mean notes of th. bank -- 
MR. MITCHELL: I mean the circulation media 
only -- the currency only. 
SIR THOMAS WHITE: You overlook the bank cheque. 
You see what I mean? It is one of the greatost 
instrumonts cf modern banking. 
MR. MITCHELL: Yes. In the same year the bank 
chequps circulated to the extent of thirty billions 
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SIR THOMAS WHITE: It is one of the greatest 
instruments. I wanted to point out that you did not 
take adccount of one of the main instruments, namely, 
the bank theques.. 

MR. MITCHELL: Yes, thank you. 

THE CHAIRMAN: We also had a memorandum from 
Mr. Mansell. Is he present? 

MR. MANSELL:. Yes, my lord. 

THE CHAIRMAN: Would you like to supplement your 
statement? I understand we have your statements before 
us, and you might desire to amplify some points... 

MR. Ms MANSELL (Vancouver): I have no desire to 
amplify it partiséularly except on one or two points, but 
there might be some questions you would like to ask. I 
think I covered what points I wished to make. - 

I shall for a moment, with your permission, speak 
in regard to the Prairie Farmers Bank and of the service 
they render to the farmérs on the prairies, of whom I 
am one, and whom I represeht. In counesction with that 
I do not think I need to prolong the agony beyond what I 
have written, because I hope, your lordship, that when you 
get down there the farmers will not.be afraid to turn out, 
and not be afraid to lay their tase8S before you, because 
it seems t6 me it is palpable that no farming community 
can continue to pay any sueh rates. I think there is one- 
gentleman 6n the Commission who will agree with me. 

No farhing community, in my estimation, can pay 
eight per cent.. ~ have been in very continuous 


toueh with the prairic farmer for now 
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nearly forty years, and I do not hestitjate to say 
tha> the banking system as cperated on the prairies 
during that period has done more to deter prosperity 
ani the growth of the country than ail the ha il and 
drought and frost the country has ever experienced - 
ani that is a pretty broad statement, because after 
all, a farmes only gets nailed out or Poees out 
or dried out once in a life-time, but wren he has 
to continually go on like this wit the system in 
vogue on the prairies, I believe i .5 up against - 
an impossible situation, as far as walkin. . real 
country out of it goese I have named several 
points in this memorandum. There is one I did not 
er Witeh is 2 pe.aisious practice which should be 
StboOpD ud, end hat’ is) w..-: ‘armer gets behind in 
his debt it is a very genere.. vractice to force him 
to put on extra life insurence, which is not needed 
for his own protection or that of his reneig: and 
the moment he has done that he has "gone to the 
cleaners" - he is finished for all time, because it 
means raising his rate from eight per cent. to from 
twelve to fifteen per cent. at one jump, by the time 
he takes the premium. That is a very universal 
practice. Otherwise, your Lordship, I tuink my 
point is quite clear. 

THE CHAIRMAN: Thank you, that will have our 
consideration, Mp, Hockin has asked to submit 


a meuorandum of which we have copies. What is 


your special. interest, Mr. Heckin? 
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MR. J. HOCKIN (North Lonsdaic, B. G.): Lord Mac- 
milian and gontlemen of the Commission: 

I am recently from the northwestern corner of 
Alborta, and adjacent Porcs Rivor Block, We need some kind 
of regional curreney there. Telief cheques and pensions 
are the principal source of money. In Township 77, Range 1! 
west of 6, we were told we could have no work on roads 
because taxes were unpaid, and because no relief had been 
asked. Tax redemption certificates to be worked out would 
develop this Township. Last yoar I worked some thirty- 
seven days for bartor, and threo days nt ono ddllar ané 
fifty cents per day. I might add that is 911 ft could get 
in a year. All credit is frozon,” because plank number sevo 
of olected party's platform is unfilf? licd. 

THE CHAIRMAN: Perhaps you might kolp me. I do not 
know what "Plank No. 7" is. Could you toll mc, in a senten 
what it is? 

MR. HOCKINe Yo allo know it in the Poaco River, Th 
took mo to tho Poace River. T spont throe years there on 
account’ of it. I think I heave something against the 


Government for that. 


THE CHAIRMAN: What was this plank in that plat- 
form? 

MR. HOCKIN: This plank, my lord, was they were 
to build a coast outlot to the Peace River? 

THE CHAIRMAN: Oh, I sce. 

MR. HOCKIN: General McRac, ir 2 lottor of reply, 


lays blamo on financial conditions. He told 


jn 


“nase Ban perccd of owned | Bon 6 | 
: i Lita Hite” pisltow ‘ee cr) soddontnaiea 4 . 
“sbi ka moe erttow t 80% dead -yatien eT a3 
ogan “waltho eto: ‘on eget ‘oat Bate’ aio ot eso sib? “ery 
bog’ ‘pitlieo bi ite ef “padis ‘bbe tig bn be “ead ‘oa etinoo “itt ee ae 

ovo, ad Be Sola ‘eating iy me aon ‘et “étbors a> aes et 
‘Phone ‘ef mtotsatg: ig gar ag, povnete 20 | 
eee: eqhibtod “ea AO et yee: 
art" tw, wort 


we 
. See hae 


<! or ited wary Bibi) at “tig oe 


> egies eat 


| ean at jaw 

ay” aire, 
ee eM ss a ‘Hagel ar ei vi word’. cs Synoeg, a | i heats 
1 Gy . ; ee 
ony See id exeoy gone saoqe!” ak 7 th 994 ag ost « “os wood ad cans 


ayo Fa “anak T att 1 aHeeR Bee 


ges * jacrtags gerbe doines 
“aes 10% fiaoiaarnsvad ete 


atatq pert at tapiq Bhi bow nite fuer no Sa 1S 
: 3 re . , : Pe ie {| Pa 5) : - 2 ; 
‘Saero® os hae 


-cbecih -gi pinata abd? MERON | +i 


otew yord enw 
cowie ‘onnod of ce Soldue desoo "pg itive os 


2008 I \ae 2 AMET AED aut a 
‘diesaee ‘go wotdot 5 xf ,onmoM teonad :UCHOOH "A 5 
Bios <i gegnaaeteroe Lateran 0 eat eer eae 


- 453 - 


me he did not know when it would be done. 

I am now a resident oi the District of 
North Vancouver, and have been since the al 
except for the three years I was in the Peace 
River. 

Over-csscsesment has killed this place. It 
Te How. ie tue A pier es Comieeboner. Propert 
sold for bare taxes goeson assessment rolls at 
former value. I think that if property be sol 
once for ‘taxes, then the bondholders should get 
their pro rata, and have no other come back 
against next holder. The burden of relief 
caused by financial depression is great. 

One man whom I was to employ got a chance 
to work on relief at good wages- He did not 
want to go to Trangtile ar? "bring home the 
bacon". Later again he derided my homestead- 
ing, preferring to live at the country's ex-- 
pense... He told me the country owed him a liv- 
ing. It may be is right, too. Permally I 
believe relief wen should be shock troops to 
build coast outlet or other worthy act, or else 
technocracy is not so crazy, then lower the age 
of retirement and pension without any attached c 
grace. 

Inflation of thirty-five millions in 
January last - at least in an editorial of the 
third of February, the editor of the Norfolk 
paper referred to it as "some weeks preceding"= 
4s helping conditions. Tnflation is a way of 


going broke, hurts old ones, and may be necessz. 
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T at one time gaw the Indfans leave an eld 

lady besi€e te shore and go om without her, 
This they @ig twice , and we had to take her up 
and Dring ber fm. ft was in a land where we 
had no eurreneyys We had the natural gold for 
currency. 

Deflation is robbery and falls on specula- 
tors and workers. 

I saw a graph howing depresstons are simul- 
vaneous in all countries. Caused by sun-spots? 
i don't think, This graph 1 tried to find ror 
you yesterday, ZT eould find itein my cabin on 
the Peace River. LT cut it out, but I have not 
got it with me. 

Finance Act, 1914, was a Central Bank 
for us, and a good one. Assistant Receiver 
General boing p': ced in Winnipeg. I may say 
that on my own revrescntations, I hadmy interest 
cut down from seven percent to six percent for tr 
Co-Operative Elevator Company of Saskatchewan, ar 
we felt the Finance Act w as very good in plac- 
ing an Assistant Receiver General in Winnipeg, 
who advanced money to any extent required on 
security with bills-of-lading. 

We do not wish an clastic measure stick. 

The Germans blame the ’sws, yet was it not a 
Jew who took a whip and chastized the money 
changers? "Gaeserts wife must be above ree 
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THE CHAIRMAN: We are very much obliged to you, 


sire 


We have a: request , from A, KepResentative | of 
the League: for Christian Soalal Acty: Mr. Be ae Alien. : 


He has a submission to, make, to Use, waa you. kindly rag 


come forward; MresAllen?:, 
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MR. TALLENY°0 he” form In which we / present our a 
statements, your:: lardship,., is. not in, Gi eee relation- 
ship with’ economic questions. We are taeeertods, ss 
more inthe vethical-'side, of, economic tite, . 28 Peeps 


you will /readily understand. May I take the privilege 
of ‘reading this pstatement?, 
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THE+CHATRMAN: ; Bygall, ey 
reasonably short. statement. ... fap, edi Mel 
“MR: ALLEN: This ;dnm four. apetions, as follows: 
‘Ly Nationaliagtion :of banking: The Logie of a? 

“public ownership.of finance; dangers of eee 
“oo Paws res ewidences of misuse of aki ae 


“) > penitreyodume: and. Bagis ef Mone The AGE. of ‘Plenty 


“and the Function, of. Finance. 3. restrictions of an 


arbitrary money standard; price and Hens 


fivictuations; need of..a flexible. Standard. 
TII. Reduction of Debt. Total volume of debt; 
deflation and the new burden; debt level 

and price level; servicing of debt versus the 
servicing of human needs; extent of veduetion,’ 
IV. The Returns to Money versus Returns to Labor e 


Profits and workers! incomes; reduction of 


interest rates. 
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NATIONALIZATION OF BANKING, 

We are convinced t::.t the time has come for the 
nationalization of the financias system of Canada. 

To make the existence of a community possible, 
certain functions must be performed. Among these, the 
function of finance is one of the most vital. 

Real credit however, is a social product, and is based 
upon the wealth , both real and potential, of the 
community. Upon this real credit, financial credit is 
actually based, although it may have other legal basis. 
It is virtually impossible to over-c;itmate the importance 
in our economy, of financial credit. Jo. ti.is power to 
issue credit and currency, or money, has becn alienated 
from the community and placed in private hands 

for private profit. This private creation, control, 
and destruction of moroy or the opportunistic basis 

of profit runs counter to t °- “slfare of the community. 

The private control of finance is a danger to 
public welfere from the point of view of monopoly, to which 
Canadian finance has approximated, thus giving vested 
financial intereststhe power to control the economic 
and political life of Canada. Dictation of the policies 
which governments should follow has been possible because 
of this hegemony ~ dictation to that governmental body by 
virtue of whose action the system of private finance 
exists. 

The cutting down of public services has gone on apacy, 
Education, mothers! pensions, and other services have 
suffered at the instigation of finance, but there has been 


no suggestion of a cut inthe less essential factors of the 


\ 


eed 
Been} oe 
of ved 
< 
rae 
pe 


’ =. “ 
4 : F ed 3 
A yet 
. yo ne, : 
. ae = 
ae — 
- 
+ 
y : 
‘ 
Sea Pd mn 
s 
y ’ LF é 
S a 3 


Bite 


ee eis ees 


returns to bondholders and investors Credit for solvent 
and economic industry and business, as well as for 
governmental bodies, has beon unduly restricted. One 
would think the logical method woule be that terms 
of finance should be made easier in times of depression 
and tighter in times of prosperity, but the financial system 
has operated in cxactly the reverse order, Thus the 
danger of the private control of financc has not been 
academic, and we must be relieved of t:.. dmgerin the 
future. | 

THE VOLUME AND BASIS OF MONEY, 

Wo are convinced hat there has been an insufficient 
volume of money in he hands of consumers to mahtain a proper 
living standard, and that this has been due, in part, 
to a mistaken monetary standard. 

One of the main purposes of an economic system 
is to place permanent purchasing power in the hands of the 
people in suficient quantities to maintain a decent 
standard of living. In any society other than a free 
society the part of money is b make possible the 
transference of goods from the producer to the onsumere 
Our age is an ee Hop of scarcity, dat-of. plenty. 
Therefore any restrictive money policy, such .s occurs 
with the use of a commodity standam such as gold - which 
itself exists only in small qrantities - socms to provide 
a volume of money insufficient to transfer consumers! 
goods inam arncurt afcauate to meet human needs In 
addition to this there is the vroblem ofthe rise and fall 
inthe price level due to the appreciation or depreciation 
of money, and other factors. Such fluctuations make an 


ordered economy impossible of attainment and are 
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alterytely a boon and a bane to «::ditor and deb’ 


ener 


We therefore suggest that the moncy standard be S@WMbsa. 
more flexible standard such as internal consumable@g. 
production, and that the volume of money be related. 
to such a standard, in such a manney as to make fluctuaba 
Impossible, and to provide sucereeene money to finance 
the highest possible degecs o” consumption. 
TIT. REDUTPION OF DEBT. 

We are conyinced that the only solution to the 


problem of debt is reduction to 2 degree Oe ae 
with the abilities of the people to carry it without | 


undue expense to human Life. 

Of recent years, the debt burden e@ Canada has 
increased in an alarming manner, until the present load 
anounts to from eighteen to twenty billions of dollars. 
The process of deflation to w hath vc have been subjected 
has added immensely to this burden. ‘The price level has 
fallen apr oximately forty per cent, thus waking the 
real burden of debt, in relation to the value of money, 
apy oximately six cty nor cent. heavier than it was four 
years ago. The servicins of this debt under the 
present eonditions and wi sresent interest rates can 
only be done at the expense of the servicing of the prim: 
debt of human need. 

We would suggest nat only a reduction in rates 
of interest on this debt, especially the public portion 
of it, but a writing down of the total debt structure 


to a substantial degree, 4f it is not to prove overe~ 


wheimings 
IV, RETURNS TO MONEY VS. RETURNS 40 LABO: 
We are convinced that the prmvrizo. of She reward 


of money to the reward of labor is too ruch in favour 


iLeecites ae 
ni) haw ak h 
4 ton 7 my 
f hw fe ip 


y uk: vide 
¢ erred 9: aie g Pe obsoubor at igo: he oe 
(puoridiw ot ora od, ofigqoos ont we aotgttise oat 


wav abened 4 / mbbaue ddeb ort Lemay titonos . 


beot dase Sy: eit fhtaw tania actos ne ae ‘bomsationt 


eta liob 0° anotittd Toews ot. rowdy te moat ‘et etnecte 
toetdiia mand evar 9 “w of noktattes to: ae900%y ant 


si Level datna sor” coheed eka ot elonasemt bobba and 
odd patie: aselt ieee 16g ydtot yladnatzo ge ascites? . 
yones Io oulev odd Od ekhiator af —tdes te mobstd Inet 


sot eaw a2 ooadd dofveod tno “het ytats yledetrhaosiga  ~ 


ord agbus adeb etdd To so cat onde GAT OR" BEEOY 


* ew , BY ¥ ; 

goo eocat Sehtetns dmcedrr: ir fie GeO ketGnda iusto er 
. a Be. Lae a 

ing scot to rie to byeren ey. Te Darren out ws mentite 2) te 


Hood ee 0 ade. 


astex dt motsibot s vine rie deengtce biuoie att 


a 


1 Po non ote ini antd eiistéoure vtdab att ao $e toga 40 


i 
_ Fa! 


Pirdondide sdeb Lavo? afd TO nwoh ats Pen Be sens iat ot) 


stovo ovoug oF tos ef Ff ib .OaROR fateostademe £ OF 


Saad CO Seed | et YRHOM OT me .¥E 


rewort: er ‘to etre end ont tedd Sona vos. 218 ee a 


hel stoic 69 genogxe ‘ety 


- 439 - 


of the former, 

In the industrial era the main aim of commerce 
and industry has been the making of profits. Large 
profits have been possible because of the small 
income return to salari:i «nd wage earners, In 
the latter years of the past fecade, terest. dividends, 
and profits, increased with much greater rapidity than 
did workers! incomes, which, in many cases in relation 
to the price level, had really decreased, 
In 1930 when employment was lessening, wages falling, 
and prices declining, dividends proclaimed were even 
greater than in 1929, 

Interest rates also have been generally too 
high, making the increase in money yorually greater 
than the rate of increase in product: °. vor ihn population. 
It might be financial heresy to suggest the elimination 
of interest entirely, though there is impressive support 
for such action. We crbent ourselves, however, with the 
suggestion that vory amare urntial changes must be made 
in’ the yroportion.of revurs. © °o money end labor, and ‘in 
the reduction of interest rates, if human values and 
human needs are to have a dominant place in.our 
ECOnomy e 


All of which is respectfully submitted, 


FHE CHATRMAN: Many fers: Mr. Allen. Do 
you wish to add anything? 

MR. ALLEN: No, I do not think so, my Lord. 

THE CHAIRMAN: Then we shall p..°c your memo- 
randum in our files. 


Is Mr. Jensen in the room? 
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MR. JENSEN: Yos, my lord. 

THE GHAIRMAN: I understand you have submitted 
a document to us, and that you desire to explain the 
last paragraph. 

MR. JENSEN: I felt that the last paragraph was 
partieularly within the scope of your inquiry, and if 
I had not put it sufficlently clear there, I was pre~ 
pared to the best of my acility to answer any questions: 
upon its 

THE CHAIRMAN: I think you have presented your 
propositions quite clearly. 

MR. JENSEN: Then I will not take up any further 
time with it, your epee 

THE CHAIRMAN: That is the operative part of 
your Views? | 

MR. JENSEN: That is altogether a separate part 
from the remainder. The remainder is in regard te 
an international currency system which I thought would 
be a very valuable mechanical help for our present 
difficulties and this seventh paragraph should get 
rid of all charge On aEchenes . and would get over 
any supposed difficulties in a favourable trade balance 
or an unfavourable trade balanee and would stop us 
from getting into debt to other countries. 

THE CHAIRMAN: TI see. Thank you very much, 

Mr. Jensen. | | 

Well, we have had the satisfaction of, I think, 
a fhovaane a hearing to every person who sent in their 
names to.the Seeretary as being desirous of addressing 
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Wehave had in addition a number of wrttter 
representations, all of whieh will nave our 
consideration. 

Tomorrow morning we propose to meet at half 


past ten. We shall stand adjourned until that hour 


tomorrow morning. 


l. 


ee 


- 44la « 


EXHIBIT FILMD BY C.M.WOODWORTH 


Reasons arrange@ jn grader, fcr appointment 
of banking commission, in response to quese 
tion of Chairman, with 

by C. M. Woodworth. 


. reference to memo., 


Some functions of a central bank are not likely 
to be performed is suecessfully in Canada as 


they have been in England. 


. It is found in the United States, neither the 


action of the bank rate nor open .market opera-~ 
tions are as effective in controlling the 

volume of currency and bank credit as in Englance 
This is likely to occur in Canadas 


Even the ,Bank of England and other central 


ay aries have not been able to we Oe ahs abate 


and deflation, price level: ;: oo purchasing 
power orreotively. 


(See quotation from Beveridge, lower half page 
2 of memo.) 


I would expect this proposed commission to 


accomplish some further tasks mentioned at the 


middle of page 4 of the memo» 
Italy, France, Germany and the United 8tates 
are moving towards complete control of central 


banks. (See memo., top page 2.) 


If we are to exercise control over the rates an 


services of the chartered banks and force them \ 
to perform services to the public, such a come 
mission’ would be a fitting instrument. 


(Signed) C. M. Woodworth. 


The Commission adjournse 1% 3.50 pom. 
to resume at 10.50 aem., Wednesday, 
August 16th, 1955. 
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